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INTRODUCTION 

In Colorado, as throughout the nation, there is wide- 

spread citizen concern not only with the level of state and 

local taxes, but with their distribution among economic 

classes, social groups and geographic regions of the state. 

In brief, it is a concern about I1who ultimately has to pay 

the tax bill?" What are the respective burdens borne by the 

poor, the middle class, the rich? The large family compared 

with the single individual? Households in highly urbanized 

counties in contrast to those in rural regions of the state? 

Such basic questions cannot be answered objectively without 

empirical data which provide some reasonably accurate picture 

of the actual distribution of state and local taxes among 

Colorado's resident taxpayers. In other words, such informa- 

tion attempts to answer the question of What is?I1, rather 

than Vhat ought to be?" Moreover, the alleged inequities in 

the distribution of particular taxes, notably the local prop- 

erty tax, have in part been responsible for recent proposals 

to shift the funding of some public functions from the local 

to the state level. But the economic effects of any specific 

proposal to modify the state-local tax structure cannot be 

fully described or evaluated without some knowledge of the 

distribution of current state and local taxes. Thus the 

principal objective of this study is to develop a comprehen- 

sive "tax profile" of the State of Colorado which can be used 

by interested citizens, legislators and public administrators 

as the basis for assessing the distributional effects of the 

present tax structure as well as of new tax proposals. 

It is generally recognized that Colorado in recent 

years has experienced marked economic growth. For example,

the total income of Colorado residents as measured by the U.S. 
Department of Commerce personal income series, has more than 
doubled in the ast decade. It increased from $4,559 million 
in 1962 to $10,r:85 million in 1972, or by almost 130 percent.1 
However, during this same period Coloradols total state and 
local tax collections rose even faster -- from $483 million 
to $1,172 million, an increase of more than 140 percent for 
the decade. In terms of overall relative burden, the state 
and local taxes for fiscal year 1972 represented almost 12 

percent of personal income. And when these levies are coupled 

with an estimated $1.4 billion of direct federal taxes paid 

'u.s. Department of Commerce, Survey of Current Business, 

August 1972 and July 1973. 

by Colorado taxpayers in that same fiscal year,2 the combined 

tax burden on the state's residents amounted to about $2.5 

billion, or approximately one-fourth of the estimated total 

personal income received before tax. 

-
2~stimates of direct federal taxes on Colorado residents for 

fiscal year 1972 were: $944 million of individual income 

taxes; $248 million of payroll taxes; and $188 million of 

federal excise taxes. Estimates were based on data derived 

from Colorado Tax Profile Study individual income tax anal- 

ysis and U.S. Office of Management and Budget, The United 

States Budnet in Brief. Fiscal. Year 1974,Washington, D.C., 

1973. 
I. THE STATE-LOCAL TAX BURDEN 
The detailed state and local tax collections officially 
reported by Colorado state agencies for fiscal year 1972, and 
the corresponding taxes adjusted to a resident tax burden ba- 
sis for the purposes of this study, are shown in Tables I, I1 
and 111. Total net collections for the year amounted to 
$1,172.0 million of which state taxes reported by the Depart- 
ment of Revenue were $584.8 million or almost 50 percent of 
the total 3 local property taxes reported by the Division of 
Property taxation were $492.0 million or 42 percent, and all 
other local taxes as reported by the Division of Local Gov- 
ernment were $95.2 million or 8 percent. In contrast, on an 
adjusted basis which more closely corresponds to the actual 
tax liability borne by Colorado residents, the combined total 
of state-local taxes amounts to $1,097.3 million, or 6 ercent 
less than the reported collections. The difference of P 74.7 
million between these two bases represents adjustments for the 




Non-tax revenues and non-allocable taxes $33 8 
Non-resident tax collections 33.2 
Excess of tax collections over liabilities 19.5 
Inclusion of: 
Vendor discounts on tax collections -11 8 
Total Adjustments 
The major non-allocable levy was the state inheritance and 
gift tax, the excess of collections over liabilities was on 
the state income tax, and the vendor discounts were o state 
and local retail sales and cigarette tax collections. )? 
hmlusive of state hunting and fishing license fees and pari- 
mutuel taxes not collected by the Department of Revenue. 
'see Appendix A of this report for a detailed description of 
the individual adjustments and the reconciliation of reported 
state and local tax collections with the specific tax liabil- 
ities used as the basis for the resident tax burden analysis. 
TABLE 1. SUMMARY OF COLORADO STATE AND LOCAL TAXES, 

FISCAL YEAR 1972 

---.-. -- --- - - -- -.-
S t a t e  Colorado Tax 






Dis t r ibu t ion  
S t a t e  Taxes 
Colorado Departmcn t o f  I3evenuea 
Income Taxes 
Sales  and Use Taxes 
Highway User Taxes 
Inher i tance and G i f t  Taxes 
Insurance Taxes 
Cigare t t e  Taxes 
Alcoholic Beverage Taxes 
Regulatory and Business Taxes 
Misc. Charges and Non-tax Revenue 
Tota l  S t a t e  Taxes 
Local Taxes 
Colorado Division of Property ax at ion^ 
Property Taxes 
Colorado Division of Local GovernmentC 
Snles  and Use Taxes 
Franchise and Business Taxes 
Denver Occupation Tax 
Cigare t t e  Taxes 
Total  Non-property Taxes 
To ta l  Local Taxes 
Total  S t a t e  and Local Taxes 
Addendum : 
Federal  Individual  Income ax^ 
a ~ o l o r a d o  Department of Revenue, Annual R e ~ o r t ,  1972. Net t a x  c o l l e c t i o n s  f o r  
f i s c a l  year 1972 exclus ive  of hunting and f i s h i n g  l i c e n s e  f e e s  and pari-mutual 
taxes no t  co l l ec ted  by Department of Revenue. 
b ~ o l o r a d o  Division of Property Taxation, Annual Report, 1972. Calendar year 
1971 property taxes  c o l l e c t e d  i n  1972. 
C ~ o l o r a d oDivision o f  Local Government, Local Government Financia l  Com~endium,m. Tax c o l l e c t i o n s  f o r  calendar year  1971. 
d ~ e eAD~endixA f o r  r e c o n c i l i a t i o n  o f  t h e  Colorado S t a t e  Agencies' reported t a x  
c o l l e c t i o n s  with t h e  CTPS tax l i a b i l i t i e s  used a s  b a s i s  f o r  r e s i d e n t  t ax  burden 
ana lys i s .  
e ~ e d e r a l  t a x  deductions taken on 1971 Colorado ind iv idua l  income tax  re turns .  
Excluded were $6.5 mil l ion  which represented Federal  income t a x  deductions r e -
ported on non-resident Colorado income t a x  re tu rns .  
TABLE 11. SUMMARY OF' MAJOII TAXES ON 

COLORADO HOUSEHOLDS AND DUSINFSS, 

FISCAL YEAR 1372 

State Local Total 

Taxes Taxes Taxes 

(000 (000) (000) 

A. Major Taxes on Households (Direct Taxes) :a 

Residential Property Taxes $ -- $29,235 a 29,235 
Sales and Use Taxes 104,325 4 2 4  5 146,510 
Individual Income Taxes 153,612 -- 153,612
Highway User Taxes 68,660 -- 68,660 
Cigarette Taxes 13,573 2,880 

Alcoholic Beverage Taxes 11,747 --
Total Direct Taxes $351,917 $299,300 651,217 

B. Major Taxes on Business (Indirect Taxes) :a 

Non-residential Property Taxes -- 237,773 237,773 
Sales and Use Taxes 72,619 26,119 98,738
Corporation Income Taxes --
Highway User Taxes ti $% -- ti;2;:
Insurance Taxes 16,200 -- 16,200 
Other Business Taxes 8,628 10,9'+7 19,575 

C. Total Taxes on Households and Business: 

Property Taxes 492,008 492,008 
Sales and Use Taxes 176;944 68,304 245,248 
Income Taxes 186,921 -- 186,921 
Highway User Taxes 109,132 -- 109,132 
Cigarette Taxes 13,573 2,880 16,453
Alcoholic Beverage Taxes 11,747 -- 11,747
Insurance Taxes 16,200 -- 16,200 




A for detailed allocation of tax liabilities between 

households and business. 

TABLE 111. PEHCENTAGE DISTRIBUTION OF MAJOR TAXES 
ON COLORADO HOUSEHOLDS AND BUS INESS , 
FISCAL YEAR 1972 
Sta te  Local Total 
Taxes Taxes Taxes 
(Percent) (Percent) (Percent) 
- -
A. Major Taxes on Households (Direct ~ a x e s ) :  
Residential Property Taxes -- 84.9 
Sales and Use Taxes 29.6 14.1 
Individual Income Taxes 43.7 --
Highway User Taxes 19.5 --
Cigarette Taxes 3.9 1.0 
Alcoholic Beverage Taxes 3.3 --
Total Direct Taxes 100.0 100.0 
Be Major Taxes on Business ( Indi rec t  ~ a x e s ) :  
Non-residential Property Taxes 86.5 

Sales and Use Taxes 4;:4 9.5 

Corporation Income Taxes 19.5 --

Highway User Taxes 23.6 --

Insurance Taxes 9. 5 --

Other Business Taxes Lid? 4.0 

Total Indirect  Taxes 100.0 100.0 
C. Total Taxes on Households and Business: 
Property Taxes 
Sales and Use Taxes 
Income Taxes 
Highway User Taxes 
Cigarette Taxes 
Alcoholic Beverage Taxes 
Insurance Taxes 
Other Business Taxes 
Total Taxes 
The importance of each of the major tax categories on 

this adjusted basis was as follows: 

o The local property tax was quantita- 
tively the largest single levy in the state- 
local- tax structure. It amounted to $492.0 
million and accounted for 45 percent of the 
combined revenues and 86 percent of the total 
local taxes. 
o The retail sales and use tax ranked 
next in importance. It amounted to $245.2 
million, net of $14.4 million of state food 
tax credit. It accounted for 22 percent of 
the combined state-local total taxes, almost 
34 percent of the total state taxes, but only 
12 percent of the local burden. 
o The state income tax represented the 

third of the "big three" taxes imposed on the 

state-local level. The total tax on a lia- 

bility rather than a collection basis amount- 

ed to $186.9 million, of which the individu 1 

income tax on residents was $153.6 million.9 
The non-resident portion was comparatively 
small, amounting to less than one million 
dollars or about two-thirds of one percent 

of the total. The combined corporation and 

individual income tax represented 17 percent

of the state-local tax total, but 36 percent

of the state burden and actually exceeded 

the state sales and use tax. 

o The state highway user tax category 
which includes the motor fuel and the ton-mile 
tax, as well as vehicle and operator's license 
fees, amounted to $109.1 million. These lev- 
ies accounted for 10 percent of the state- 
local tax burden and almost 21 percent of the 
state portion. 
-
5An estimate of the federal individual income tax for Colora- 
do residents was based on the federal tax deductions taken 
against state tax returns. For fiscal year 1972 it amounted 
to $944.0 million, or almost exactly 1 percent of the total 
federal income tax receipts of $94,737million reported for 
the nation (see OD. cit., p. 63). Hence, the state income 
tax liability of Colorado residents amounted to 16.3 percent 
of their federalliability, or the ratio of federal to state 
income taxes was about six to one. 
The remaining state and local taxes -- 
cigarettes, alcoholic beverages, insurance and 
all other business taxes -- amounted to $64.0 
million or less than 6 percent of the combined 
state-local tax burden. However, on the state 
level the excises on cigarettes and liquor 
amounted to $25.3 million, the insurance and 
regulatory business taxes were $24.8 million. 
Together they represented 10 percent of the 
state total, but less than 3 percent of the 
local tax burden. 
11. THE DIRECT AND INDIRECT TAX ALLOCATION 

A d i s t i n c t i o n  i s  o f t e n  made between t h e  "impactff and 
"incidenceu of a t a x  -- t h e  former i s  where t h e  t a x  i s  imposed, 
t h e  l a t t e r  where t h e  t a x  f i n a l l y  comes t o  r e s t .  Although t h e  
incidence of a l l  t axes  t h e o r e t i c a l l y  can be t r aced  back t o  in-  
d i v i d u a l s  i t  i s  u s e f u l  f o r  purposes of t a x  burden a n a l y s i s  t o  
c l a s s i f y  t axes  i n t o  the  two genera l  ca tegor ies  of household o r  
d i r e c t  taxes  and business  o r  i n d i r e c t  taxes  s ince  the  d i s t r i -  
but ion  of taxes  r e q u i r e s  s p e c i f i c  s h i f t i n g  assumptions with 
regard t o  t h e i r  f i n a l  incidence.  
Household t axes  a s  def ined  f o r  purposes of t h i s  study 
a r e  those imposed on o r  d i r e c t l y  s h i f t e d  t o  ind iv idua l s  com-
p r i s i n g  t h e  family o r  household u n i t  and a l t e r n a t i v e l y  a r e  
based on the  earning of income, t h e  purchase of consumer goods 
and s e r v i c e s ,  o r  t h e  ownership of p a r t i c u l a r  forms of weal th 
( f o r  example, r e a l  e s t a t e ) .  In t h i s  sense,  d i r e c t  t axes  in -  
c lude t h e  i n d i v i d u a l  income t a x ,  r e t a i l  s a l e s  and consumer 
exc i ses ,  and t h e  r e s i d e n t i a l  proper ty  taxes.  As d i r e c t  taxes  
they a r e  genera l ly  cha rac te r i zed  by the  f a c t  t h a t  t h e  house- 
holder  has  no oppor tuni ty  t o  s h i f t  t h e  t a x  t o  o t h e r s  through 
t h e  p r i c i n g  system. I n  c o n t r a s t ,  i t  i s  assumed t h a t  t axes  
imposed on business  firms a r e  u l t i m a t e l y  borne by ind iv idua l s  
a s  consumers o r  owners of resources  s i n c e  such t axes  r ep resen t  
e i t h e r  business  c o s t s  t h a t  a r e  r e f l e c t e d  i n  market p r i c e s  o r  
decreases  i n  a f t e r - t a x  p r o f i t s ,  dividends o r  u n d i s t r i b u t e d  
corpora te  earnings.  The corpora t ion  income t a x ,  non-residen- 
t i a l  p roper ty  taxes ,  s a l e s  and highway u s e r  t axes  paid on t h e  
purchases made by business  firms, severance taxes  and a l l  
o t h e r  f r a n c h i s e  and r e g u l  t o r y  business  t axes  c l e a r l y  f a l l  
i n t o  t h e  i n d i r e c t  category. 8 
Fur ther ,  it should be noted t h a t  i n  de r iv ing  t h e  r e s i -  
dent  t a x  burden f o r  a p a r t i c u l a r  s t a t e  o r  l o c a l  tax ing  j u r i s -  
d i c t i o n  i t  i s  p r a c t i c a l l y  impossible on an  empir ica l  bas i s  t o  
a l l o c a t e  the business  taxes  of firms engaged i n  i n t e r s t a t e  o r  
i n t e r l o c a l  commerce. For t h i s  s tudy,  it has been assumed that 
t h e  export  of Colorado s t a t e  and l o c a l  business  t axes  has 
been approximately balanced by t h e  import of t axes  from j u r i s -  
d i c t i o n s  ou t s ide  Colorado. However, a s i m i l a r  o f f - s e t t i n g  as -
sumption was n o t  requi red  wi th  regard  t o  t h e  d i r e c t  t a x a t i o n  
6 ~ e eAppendix A of t h i s  r e p o r t  f o r  t h e  methodology and assump- 
t i o n s  used f o r  the  a l l o c a t i o n  of s p e c i f i c  Colorado t axes  be- 
tween households and business.  
of non-residents. As indicated an estimate of the taxes paid 

by non-residents (for example, tourists in Colorado) has been 

excluded from the adjusted totals of state and local taxes. 

And correspondingly, the taxes paid by Coloradoans as out-of- 

state tourists (for example, in Nevada) also are not consid- 

ered to be part of the Colorado resident tax burden since 





Based on the above assumptions the allocations of Col- 
orado state and local taxes between those levied on house- 
holds and those levied on business are shown in Tables 11 and 
I11 and Chart I. Of the combined total, $651.2 million or 
almost three-fifths were classified as household taxes, and 
$446.1 million as business or indirect taxes. The property 
tax represented the largest single levy in both categories. 
Residential property taxes were estimated to be $254.2 mil- 
lion or 39 percent of total direct taxes. Although not quite 
as large, non-residential property taxes amounted to $237.8 
million and represented more than 53 percent of the total 
taxes on business. The state individual income tax, amount- 
ing to $153.6 million or almost one-fourth of the total 
direct tax burden, was the next most important tax levied 
directly on Colorado resident taxpayers. In contrast, the 
state coruoration income tax, including fiduciaries, amounted 
to $33.3 million and accounted for less than 8 percent of the 
total taxes on business. Finally, sales and use taxes levied 
on households were estimated to be $146.5 million, or about 
23 percent of total direct taxes., On this basis, the "big 
three1'-- residential property, individual income and retail 
sales taxes -- represented more than 85 percent of the com- 




On the state level, taxes amounting to $321.9 million 
or slightly more than two-thirds of the adjusted state total 
were classified as household taxes. The individual income 
tax alone represented 44 percent, while retail sales and 
highway user taxes accounted for 30 and 20 percent res ec- 
tively. State taxes on business were estimated to be g171.2 
million. The sales and highway user taxes levied on business 
represented 42 percent and 24 percent, respectively, whereas 
the corporation income tax accounted for less than 20 percent, 
The local taxes were divided almost equally between 

households and business. Direct taxes were estimated to be 

$299.3 million or 52 percent of the total, while the indirect 

portion amounted to $274.8 million or 48 percent. Of course, 

because of the overwhelming significance of the property tax 

this allocation of local taxes between households and busi- 

ness reflects the classification of the property tax into 

residential and non-residential categories. 

CHART I. MAJOR TAXES LEVIED ON COLORADO HOUSEHOLDS AND BUSINESS, FISCAL YEAR 1972 
MAJOR STATE AND LOCAL MAJOR STATE AND LOCAL TAXES MAJOR STATE AND LOCAL TAXES 
TAXES ON HOUSEHOLDS ON HOUSEHOLDS ON BUSINESS 
AND BUSINESS (DIRECT TAXES l (INDIRECT TAXES) 
The d i s t r i b u t i o n s  of each  of t h e  above major t a x e s  by 
household income, s i z e  of f ami ly  and geographic reg ion  a r e  
p resen ted  i n  t h e  fo l lowing  s e c t i o n s  of t h i s  r e p o r t .  They 
provide a gene ra l  " t a x  p r o f i l e "  of  who paid  t h e  more than one 
b i l l i o n  d o l l a r s  of s t a t e  and l o c a l  t a x e s  imposed on Colorado 
r e s i d e n t  t axpayers  i n  f i s c a l  y e a r  1972. 
111. A PROFILE OF COLORADO TAXES 

BY INCOME CLASSES 

The distribution of Colorado state and local taxes for 

more than 800,000resident taxpayers, classified by five ma- 

jor income categories based on the adjusted gross income re- 

ported on state income tax returns,7 are presented in Tables 

IV through IX. The adjusted gross income on the 1971 resi-

dent tax returns filed in 1972 amounted to $7,453 million, 

and as such represented 78.8 percent of the corresponding 

1971 state personal income og $9,457 million estimated by the 

U.S. Department of Commerce. The difference of slightly 

less than $2 billion between these two measures is partly re- 

flected by the fact that about 5 percent of Colorado house- 

holds did not file state income tax returns. However, it is 

mainly due to conceptual differences between the economic and 

7~his section of the report is based on an estimate of 808,364 

resident taxpayers who filed 1971 income tax returns in fis- 

cal year 1972. It includes 53,764 part-year residents but 

excludes 21,422 non-residents. The average number of normal 

exemptions per return was 2.68 and on this basis the returns 

represented a population of 2,164,693 or 95 percent of the 

estimated total population of the state. (See U.S. Bureau 

of the Census, Current Population Reports, Series P-25, 

Washington, D.C., 1973.) 

It also should be noted that the Colorado income tax does 
not have a "split-income" provision for married taxpayers 
such as provided under the federal income tax. As a result 
more than 31 percent of the state income tax returns filed 
in 1972 were flmarried-separatel' returns, that is, the hus- 
band and wife each filed a separate return on the respective 
shares of their combined income. For the purposes of this 
study the wmarried-separatel' returns of a husband and wife 
were merged and treated as a s i u taxin order to 
place the income and taxes of resident households on a com- 
parable basis. See Appendix C of this report for a descrip- 
tion of the individual income tax sample developed for this 
study. 
8 ~ . 




s t a t u t o r y  t ax  d e f i n i t i o n s  of income.9 The l a t t e r  (adjus ted
gross  income) excludes var ious  forms of money income which 
a r e  considered t o  be t r a n s f e r  payments, such a s  public  and 
p r i va t e  welfare,  s o c i a l  s e c u r i t y  payments, m ~ r n p 1 0  ( r >  
pensation and por t ions  of p r i va t e  pensions arid re', L -. 1 :  
income. On t he  o the r  hand, the  economic concept of household 
income ( t h e  Department of Commerce personal income measure) 
inc ludes  sundry forms 7f lmputed income (sdch a d  - .&, Urr .  A -11 
t a l  income on owner-occupied res idences ,  imputed i n t e r e s t ,  

and employer con t r ibu t ions  t o  pension funds) ,  i n  add i t ion  t o  

money t r a n s f e r  payments. 

In  order  t o  ob t a in  an a l t e r n a t i v e  measure f o r  t a x  bur- 
den a n a l y s i s  which more c lo se ly  corresponds t o  t h e  convention- 
a l  concept of income, an adjus ted  broad income measure was 
developed f o r  t h e  purposes of t h i s  s tudy. lu I t  excludes i m -
puted income but inc ludes  an es t ima te  f o r  non-taxable money 
t r a n s f e r s  a s  wel l  a s  t h a t  p a r t  of r e a l i z e d  c a p i t a l  ga ins  n o t  
included i n  ad jus ted  gross  income. On an o v e r a l l  ba s i s ,  t h e  
t o t a l  ad jus ted  broad income f o r  Colorado r e s i d e n t  taxpayers 
amounted t o  $8,451 mi l l ion ,  o r  13.4 percent  more than t he  
corresponding ad jus ted  gross  income f o r  t h i s  period. The 
l a r g e s t  r e l a t i v e  adjustments  requi red  t o  place r e s iden t  house- 
holds on a  broad income base were f o r  those i n  t he  lowest and 
h ighes t  income ca tegor ies  s ince  t h e  former were t he  major re-
c i p i e n t s  of non-taxable money t r a n s f e r  income and the  l a t t e r  
were t he  p r i n c i p a l  b e n e f i c i a r i e s  of p r e f e r e n t i a l  c a p i t a l  
ga ins  t reatment  under t h e  s t a t e  income tax. 
Table I V  p resen t s ,  f o r  each of t h e  f i v e  income c lasses ,  
t h e  t o t a l  d o l l a r  amounts of r e s i den t  taxpayer income i n  terms 
of both ad jus ted  g ro s s  and ad jus ted  broad income, a s  well  a s  
t h e  d o l l a r  amounts of s t a t e  and l o c a l  taxes.  The t a x  burden 
9 ~ h et o t a l  ad jus ted  gross  income repor ted  n a t i o n a l l y  on fed-
e r a l  income t a x  r e tu rn s  f o r  1970 was $631.7 b i l l i o n  which 
represented  78.3 percent  of t h e  corresponding t o t a l  personal 
income of $803.6 b i l l i o n  f-or t h a t  year. (See U.S. I n t e r n a l  
Revenue Service,  S t a t i s t i c s  of Income-1970, Indiv idual  In- come R e t u ,  Washington, D.C., 1972). The f a c t  t h a t  
the  Colorado and f e d e r a l  r a t i o s  of these  two measures were 
p r a c t i c a l l y  t h e  same suggests  t h a t  t h e  under-reporting of 
income f o r  t a x  purposes on t h e  Colorado s t a t e  income t a x  re-  
t u rn s  was no t  s i g n i f i c a n t l y  d i f f e r e n t  than t h a t  on t h e  fed-  
e r a l  r e tu rns .  
losee  Appendix A f o r  a  de sc r i p t i on  of t h e  de r iva t ion  of t h e  
adjus ted  broad income measure from ad jus ted  g ross  income a s  
used i n  t h e  CTPS ana lys i s .  
- 
TADLE I V .  DISTRIBUTION OF COLORADO RISS1DF;N'C TAXI'AYEJK;, 
INCOME AND MAJOR TAXES, CLASSIFI13D DY AI)JIISTlD GllOSS INCOME, 
FISCAL YEAR 1972 
-
Adjusted Cross 1 n c o K C l a s s e s  Total  
Under $5,000 810,000 $15,000 $25,000 Resident 
$5,000 t o  $10,000 t o  $J.5,OOO t o  $25,000 and Over Taxpayers 
Numhcr of Rcstdcnt Taxpayers 
Tnxpnycrs Income : 
Adjustcd Cross Income 
Adjusted Broad Income 
Direct Tnxcs on JIouseholds: 
S t a t e  Taxes 

Individual  Income 












Resident ia l  Property 

Sales and Use 

Cigare t te  

Tot a1 
Total  Dircct  Taxes 
Indl r c c t  Tnxcs on IIouseholds: 
S t a t e  Business Taxes 
Local Business Taxes 
Tota l  Ind i rec t  Taxes 
t o t a l  S t a t e  and Local Taxes: 
S t a t e  Taxes (Direct  & Indir.) 66,192 112,203 

Local Taxes (Direct  & Ind i r . )  100,312 146,376 

Total  S t a t e  .Pc Local Taxes $ 166,5dt $ 258,577 
Add?ndum: 
Fcdnral Individual  Income Taxes $30,693 $153,621 
comparisons by income c l a s s ,  s i z e  of fami ly ,  geographic region  
and major coun t i e s  a l s o  a r e  developed on t h e  b a s i s  of t h e s e  
a l t e r n a t i v e  income measures. 
The p e r c e n t q c  d i s t r i b u t i o n s  of Colorado r e s i d e n t  tax-  
payers ,  income and t a x e s ,  c l a s s i f i e d  by t h e  f i v e  major income 
c a t e g o r i e s ,  a r e  shown i n  Table V and Chart 11. F i r s t  i t  should 
be noted t h a t  t h e  comparison of  households and income provides 
an approximate measure 01 the  degree of income i n e q u a l i t y  i n  
t h e  s t a t e .  For example, about one-third of t h e  r e s i d e n t  tax-  
payers repor ted  a d j u s t e d  gross  incomes of $10,000 o r  more but  
they accounted f o r  more than  two-thirds  of t h e  t o t a l  income. 
In  c o n t r a s t ,  those a t  t h e  o t h e r  end of t h e  s c a l e ,  households 
wi th  ad jus ted  g r o s s  incomes of l e s s  than  $5,000 and represen t -  
ing  37 percent  of a l l  households, accounted f o r  only 9 percent  
of t h e  income on a n  a d j u s t e d  g r o s s  income b a s i s ,  and l e s s  than  
14 percent  on t h e  expanded broad income bas i s .  
Although t h e  economic growth of t h e  p a s t  decade has re-  
s u l t e d  i n  a marked s h i f t  of t h e  overwhelming major i ty  of Col- 
orado taxpayers  t o  h igher  income c l a s s e s ,  i t  has n o t  brought 
about  any s i g n i f i c a n t  change i n  t h e  r e l a t i v e  degree of income 
i n e q u a l i t y .  A comparison of t h e  Colorado income d i s t r i b u t i  n . P 1  f o r  1960 and 1971 i s  presented i n  t h e  fol lowing t a b u l a t i o n .  
Percentage D i s t r i b u t i o n s  
1960 1971 
Adjusted Adjusted 
Adjusted Gross Number of Gross Number of Gross 
Income Classes  Taxpayers Income Taxpayers Income 
Under $5,000 61.0% 31.7% 36.6% 9*3% 
$ 5,000 t o  $10,000 32 3 44.4 27.4 22.4 
$10,000 t o  $15,000 4.2 10.2 20.1 26.8 
$15,000 t o  $25,000 1.6 6.2 12.3 24.8 
$25,000 and over 0.9 2 3.6 16.7 
T o t a l  100.0% 100.0% 100.0% 100.0% 
- 
l l ~ h e  s tandard  measure of income i n e q u a l i t y  i s  the  Gini coef-  
f i c i e n t  which expresses  t h e  r e l a t i v e  degree the  a c t u a l  dls -  
t r i b u t i o n  of income diverges  from an abso lu te  equal  d i s t r i -  
but ion  of income -- t h e  lower t h e  c o e f f i c i e n t ,  the smaller  
t h e  degree of income i n e q u a l i t y .  Based on income da ta  de- 
r i v e d  from s t a t e  income t a x  Peturns  f o r  1960 and 1971, t h e  
Gini c o e f f i c i e n t s  f o r  the  d i s t r i b u t i o n  of Colorado's ad- 
jus ted  g ross  income were .401 and .446 f o r  these  r e s p e c t i v e  
yea r s ,  i n d i c a t i n g  t h a t  a n  a c t u a l  i n c r e a s e  i n  income i n -  
e q u a l i t y  has o c c u r ~ e d  i n  Colorado during t h e  pas t  decade. 
TADLE V. PF:RClSN'I'ACIS DI!<TRTRUTION OF' CO1,ORAI)O RfGII)IWi? TAXF7AY151G, 
INCOME AND MAJOR TAXES, CLASSII'II<D RY A1)JUS'CISI) GROSS lNCOMIS, 
FISCAL YKAR 1972 
Ad.lusted Gross Income Classes To ta l  
Under 000 10,000 1 5,000 25,000 Resident 
$5,000 to'&O,OOO toX$15,000 tot$?5,000 fnd Over T a x p ~ y e r s  
Number of  Resident  Taxpayers 
Taxpayers Income: 
Ad jus l;r:d Cross Income 
I d j 11s ted fkond Income 
D l  r.ot. ' r n x ~ non Iloi~soholds: 
:it.at,e fra~fl : ;  

Ind 7 v ldun1 Income 





C I ~ n r n t t e  

Alcoholic  Beverages 

To ta l  
Local Taxes 

R e s i d e n t i a l  Proper ty  

Sa l e s  and Use 

C i g a r e t t e  

To ta l  
To ta l  Dfrect  Taxes 
Indj  r c c t  Taxes I Io~~seho ldson : 
St,atc Dusiness Taxcs 
Local h s l n e s s  Taxes 
'Total Ind i r ec  t Taxes 
Tota l  S t a t e  and Local Tnxcs : 
S t a t e  Taxes (D i r ec t  & I n d i r . )  
- f o c a l  'Taxes (D i r ec t  & I n d i r . )  
To ta l  S t a t e  & Local Taxes 
Addendum: 

Ih-leral. I nd iv idua l  Incomo Taxcs 

With regard t o  t h e  a l l o c a t i o n  of the  o v e r a l l  s t a t e  t ax  
burden (combined d i r e c t  and i n d i r e c t  t a x e s )  i t  appears  t h a t  
f o r  a l l  major income c l a s s e s  except  t h e  lowest  the  r e s p e c t i v e  
sha res  of t h e  s t a t e  t a x  correspond wi th  t h e  d i s t r i b u t i o n  of 
ad jus ted  gross  income. For example, i n  rounded percentages 
t h e  h ighes t  income category accounted f o r  17 percent  of both 
t h e  t o t a l  income and t a x ;  t h e  next  h ighes t  had 25 percent  of 
t h e  a d j u s t e d  gross  income and 24 percent  of t h e  t ax ;  the  
middle-income group accounted f o r  27 percent  of t h e  income 
and 25 percent  of t h e  t a x ;  t h e  f o u r t h  category had 22 and 2 1  
pe rcen t s ,  r e s p e c t i v e l y ;  and only t h e  lowest income category 
had a t a x  sha re  s i g n i f i c a n t l y  l a r g e r  than i t s  ad jus ted  gross  
income -- 1 3  percent  compared wi th  9 percent .  A s  noted,  how-
ever ,  t h e  ad jus ted  g r o s s  income measure u n d e r s t a t e s  the  t o t a l  
money income a c t u a l l y  rece ived  by t h e  households i n  t h i s  ca t -
egory. When t h e  comparisons were made on t h e  b a s i s  of ad- 
jus ted  broad income, t h e  sha re  of t h e  t o t a l  t a x  burden borne 
by t h e  households i n t h e  lowest income groups was l e s s  than 
t h e i r  r e s p e c t i v e  income share  -- 1 3  percent  of t h e  t a x  com-
pared with 14 percent  of  t h e  income. In s h o r t ,  on t h e  ad- 
jus ted  broad income b a s i s  t h e  r e l a t i v e  shares  of t h e  t o t a l  
s t a t e  t a x  burden worked out  t o  be almost p ropor t iona l  t o  t h e  
income sha res  f o r  every one of t h e  f i v e  major income categor- 
i e s .  
The a l l o c a t i o n  of t h e  combined d i r e c t  s t a t e  taxes ( i n -
d i v i d u a l  income, r e t a i l  s a l e s ,  and consumer e x c i s e s )  a l s o  
shows t h e  same pa t t e rn .  However, t h e  p r o p o r t i o n a l i t y  achieved 
i n  t h e  d i s t r i b u t i o n  of both t h e  o v e r a l l  and d i r e c t  por t ion  of 
t h e  s t a t e  t a x  burden r e f l e c t s  a balancing of t h e  s t a t e ' s  major 
t axes  s i n c e  s i m i l a r  d i s t r i b u t i o n s  do no t  hold f o r  any of t h e  
s p e c i f i c  taxes.  
I n  t h e  case of t h e  i n d i v i d u a l  income t a x ,  taxpayers  i n  
t h e  two lowest income c a t e g o r i e s ,  those  wi th  incomes of l e s s  
than  $10,000 and represen t ing  almost two-thirds of the  r e tu rns ,  
accounted f o r  32 percent  of  t h e  repor ted  ad jus ted  gross  income 
and paid 19 percent  of t h e  tax.  I n  c o n t r a s t ,  the  taxpayers  i n  
t h e  two t o p  ca tegor ies ,  w i t h  incomes of $15,000 o r  more and 
comprising one-sixth of the  households, accounted f o r  42 per- 
cent  of t h e  income and paid 58 percent  of t h e  tax. And t h e  
d i s t r i b u t i o n  of t h e  f e d e r a l  income t a x  paid by Coloradans 
c l a s s i f i e d  on the  same income b a s i s  t u r n s  out  t o  be s i m i l a r  t o  
t h e  s t a t e  income t a x  d i s t r i b u t i o n  -- f o r  those with incomes of 
l e s s  than  $10,000 t h e i r  f e d e r a l  t a x  share  was 19.5 percent  
compared wi th  19.1 percent  f o r  t h e  s t a t e  income t a x ;  f o r  those  
w i t h  incomes of $15,000 and above t h e  f e d e r a l  share  was 57.9 
percent  compared wi th  57.5 percent  s t a t e  share.  
On t h e  o t h e r  hand, t h e  d i s t r i b u t i o n  p a t t e r n s  of t h e  

o t h e r  s t a t e  t axes  a r e  a l l  i n  t h e  oppos i te  d i r e c t i o n  -- t a x  

CHART 11. DISTRIBUTION OF ADJUSTED GROSS INCOME AND DIRECT TAXES 
ON COLORADO RESIDENT TAXPAYERS, F ISCAL YEAR 1 9 7 2  
ADJUSTED GROSS INCOME 

DIRECT STATE TAXES 
.... 
fDIRECT LOCAL TAXES 
UNDER $5,000 $ 10,000 $15,000 $ 2 5 , 0 0 0  
$5,000 TO $10,000 TO $15,000 TO $ 2 5 , 0 0 0  AND OVER 
ADJUSTED GROSS INCOME CLASSES 
shares  t h a t  a r e  r e l a t i v e l y  high f o r  t h e  lowest income grou s 
a r e  r e l a t i v e l y  small  f o r  those with the  h ighes t  incomes. For 
example, notwithstanding the  $7 per  person food t ax  c r e d i t ,  
the  lowest income group 's  share  of t h e  s t a t e  s a l e s  t a x  was 
almost twice a s  g r e a t  a s  i t s  sha re  of income. Hence, the  
m a ~ n i t u d e  and p r o ~ r e s s i v i t y  of the  Colorado s t a t e  income t a x  
o f f s e t  t h e  r e ~ r e s s i v i t y  of a l l  t h e  o t h e r  s t a t e  t axes  r e s u l t -  
inn  i n  an o v e r a l l  ~ r o p o r t i o n a l  s t a t e  t a x  s t r u c t u r e . l d  With 
regard t o  the a l l o c a t i o n  of t h e  l o c a l  t a x  burden, t h e  da ta  
c l e a r l y  i n d i c a t e  t h a t  i t  was h igh ly  reg ress ive ,  p r imar i ly  be- 
cause of t h e  proper ty  tax.  
Table V I  and Chart  I11 show t h e  average d o l l a r  incomes 
and t axes  of Colorado r e s i d e n t  taxpayers  c l a s s i f i e d  by t h e  
f i v e  major income ca tegor ies .  A s  i s  t o  be expected t h e  aver- 
age t a x  i n  almost every ins tance  r i s e s  d i r e c t l y ,  but not  pro- 
por t iona te ly ,  with t h e  i n c r e a s e s  i n  the l e v e l s  of income. 
This r e l a t i o n s h i p  can be expressed by t h e  r a t i o  of t h e  aver- 
age income o r  t a x  f o r  those  i n  t h e  h ighes t  income bracket  t o  
t h a t  of households i n  t h e  lowest income group. For example, 
t h e  average ad jus ted  g r o s s  income of taxpayers i n  t h e  top 
category was $43,155, o r  almost 19  times l a r g e r  than the  
$2,338 average income f o r  those a t  t h e  o the r  end of t h e  sca le .  
However, when t h e  d a t a  a r e  ad jus ted  t o  a broad income b a s i s ,  
t h e  r a t i o  f a l l s  t o  13 t o  1. More s t r i k i n g l y ,  t h e  average 
s t a t e  income t a x  l i a b i l i t y  was $1,509 f o r  taxpayers wi th  in -  
comes of $25,000 and over ,  o r  more than  79 t imes l a r g e r  than 
t h e  $19 avera e income t a x  f o r  those with incomes of l e s s  
than $5,000.1? For a l l  d i r e c t  s t a t e  taxes  t h e  r a t i o  of t h e  
average of t h e  h ighes t  t o  t h e  lowest income c l a s s  was about 
17 t o  1; but f o r  t h e  d i r e c t  l o c a l  t axes  it was only 6 t o  1. 
Table V I I  and Charts  I V  and V show the  r e l a t i v e  bur- 
dens of s t a t e  and l o c a l  taxes  based on t h e  taxpayers '  "ab i l -
i ty-to-pay" -- t h a t  i s ,  expressed a s  percentages of ad jus ted  
g r o s s  income f o r  t h e  f i v e  major income ca tegor ies  of Colorado 
r e s i d e n t  taxpayers.  Table V I I I  p resen t s  t h e  same t a x  da ta  i n  
128d e t a i l e d  a n a l y s i s  of t h e  Colorado ind iv idua l  income t a x  
r e t u r n s  f o r  1971 f i l e d  i n  1972, c l a s s i f i e d  on t h e  b a s i s  of 
9 ad jus ted  gross  income c a t e g o r i e s  ranging from $3,000 o r  
l e s s  t o  $100,000 and over ,  i s  presented i n  Appendix B of 
t h i s  r epor t .  
' 3 ~ h e  r e l a t i v e l y  small  average income t a x  f o r  t h i s  category 
i s  p a r t l y  due t o  the  f a c t  t h a t  51.5 percent  of t h e  r e t u r n s  
f i l e d  were non-taxable, 
'FAIILE V T  AVISRACrlS INCOMI? A N D  TAXIG FOR CO1,OrIAIX) R1X; 11)15NT TAXPAYRRS 
- 
CLAX3IFIED TIY AIIJUSTLCL) ('X3OS:; INCOMIC, 
FISCAL YEAR 1972 
- -  - - - - - -  -- - - -  -  ---- - -- - .- -- -- - - - - - --A  - - - - .  --- - - -  - 7 - --- -.-- - ~-- - -- --77- --- 
A v e f n ~ e  Taxpayers Incomo: 
Adjus tod Gross Income 
Adjusted Broad Income 
Average Dlrec t  Tnxes on Hoiiseholds: 
S t a t e  Taxes 
Ind.lvidua1 Income 
Sa l e s  and Use 
I.Iighwny Usor 
C i g a r e t t e  
Al.coholtc Beverages 
Local Tnxes 
Resi d c n t i a l  Proper ty  
Sa les  and Use 
C iga re t t e  
Tota l  D i r ec t  Taxes 
Avcrnge Ind l r c c t  Taxes on Households : k 
S t a t e  Dusincss Taxes 
Local Business Tnxes 
To ta l  I n d i r e c t  Taxes 266 469 552 
A v c r a ~ c  Combined S t n t a  nnd Local Tnxes: 
S t a t  e Taxos (D i r ec t  & Indip. ) 224 506 8011 1 ,2h1t 
660 
3 9 122 
Local Taxes ( D i r e c t  & I n d i r . )  -3.32 -- -!m 1,206 2* $25. 
Total  S t a t e  & Local Tnxes 5 $ 1 3 6 6  5- $a $4,243 u?&a 
Addehdum : 
Federal  Ind iv idua l  Income Tax $ 101t $ 673 $ 1,317 $ 2,498 $10,276 $ 1,168 
' ~ o t a l s  may not  equal  sum of  i tems because of rounding. 
CHART m. 	AVERAGE DIRECT STATE AND LOCALTAXES ON COLORADO RESIDENT 
TAXPAYERS,  F I S C A L  Y E A R  1972 
DIRECT STAl  t iLf' 
- DIRECT LOCAL TAXES 
UNDER $5,000 $ 10,000 $15,000 $25 ,000  
$5,000 TO $10,000 TO $15,000 TO $ 2 5 , 0 0 0  AND OVER 
ADJUSTED GROSS INCOME CLASSES 
terms of ad jus ted  broad income. As was shown on the  bas i s  of 
the preceding a n a l y s i s ,  t he  combined s t a t e - l o c a l  t a x  bi~rden 
( inc luding  both the  d i r e c t  and i n d i r e c t  l e v i e s )  proved t o  be 
r eg ress ive  -- the  r e l a t i v e  t ax  burden f o r  households in t h e  
lowest income category was twice a s  l a r g e  a s  t h a t  f o r  those 
i n  the  h ighes t .  More s p e c i f i c a l l y ,  i t  was 24.1 percent  f o r  
taxpayers  r epor t ing  a d j u s t e d  gross  incomes of l e s s  than $5,000 
and only 12.2 percent  f o r  those  wi th  incomes of $25,000 o r  
more. However, t h e  c v e r a l l  r e g r e s s i v i t y  must be a t t r i b u t e d  
primarily t o  t h e  l o c t , l  t a x  por t ion ,  and p a r t i c u l a r l y  t o  the  
r e s i d e n t i a l  property tax .  For example, t h e  l o c a l  t a x  burden 
f o r  t h e  lowest incorn2 category was almost 3  t imes l a r g e r  than 
t h a t  f o r  the  h ighes t  -- 14.5 percent  compared w i t h  4.9 per-
cent .  And i n  t h e  c; s e  of t h e  r e s i d e n t i a l  proper ty  t a x  t h e  
d i s p a r i t y  between the  r e l a t i v e  burdens of t h e  lowest and 
h ighes t  income c l a s s e s  was even g r e a t e r ,  s i n c e  t h e  correspond- 
ing percentages were 6.2 and 2.0, r e spec t ive ly .  
In c o n t r a s t ,  on t h e  s t a t e  l e v e l  t h e  p r o g r e s s i v i t y  of 
the  s t a t e  i n d i v i d u a l  income t a x  almost wholly o f f s e t s  t h e  r e -
g r e s s i v i t y  of t h e  s t a t e  s a l e s  and consumer e x c i s e  taxes.  The 
r e l a t i v e  t a x  burden of  t h e  income t a x  rose  success ive ly  from 
0.8 percent  f o r  households w i t h  ad jus ted  gross  incomes of l e s s  
than $5,000 t o  3.5 percent  f o r  those  with incomes of $25,000 
o r  more, whereas t h e  t o t a l  burden f o r  a l l  t h e  o the r  d i r e c t  
s t a t e  t axes  (combined) ranged from 4.5 percent  f o r  t h e  lowest 
c l a s s  t o  only 1.6 f o r  t h e  h ighes t .  Thus t h e  n e t  e f f e c t  was 
t h a t  t h e  t o t a l  d i r e c t  s t a t e  t a x  burden on t h e  ad jus ted  g r o s s  
income b a s i s  was reg ress ive  only  between the  two lowest ca te -  
g o r i e s ,  and then became progress ive  through t h e  next  f o u r  in -  
come c l a s s e s .  But, a s  a l r e a d y  i n d i c a t e d ,  t h e  ad jus ted  gross  
income measure s i g n i f i c a n t l y  u n d e r s t a t e s  t h e  a c t u a l  money 
income received by t h e  households i n  t h e  lowest c l a s s  and 
t h e r e f o r e  o v e r s t a t e s  t h e i r  t a x  burden r e l a t i v e  t o  o t h e r  tax-  
payers. 
On t h e  ad jus ted  broad income b a s i s  (Table V I I I )  t h e  
d i r e c t  s t a t e  t axes  a c t u a l l y  worked ou t  t o  be s l i g h t l y  pro- 
gress ive .  Re la t ive  t a x  burdens success ive ly  increased  from 
3.2 percent  f o r  households i n  t h e  lowest category t o  4.5 per-
cen t  f o r  those  i n  t h e  h ighes t .  A s i m i l a r  p a t t e r n  i s  a l s o  re -  
vealed f o r  t h e  t o t a l  s t a t e  taxes  -- a range from 5.8 percent  
t o  6.4 percent .  A s  noted,  however, th i s  p a t t e r n  f o r  the  
s t a t e  t a x  s t r u c t u r e  is  e s s e n t i a l l y  due t o  the  magnitude and 
p r o g r e s s i v i t y  of t h e  s t a t e  income t ax .  I n  terms of ad jus ted  
broad income, t h e  r e l a t i v e  burden of t h e  income t a x  rose  from 
a low of 0.5 percent  f o r  households w i t h  repor ted  incomes of 
l e s s  than $5,000, t o  a  h igh  of 3.1 percent  f o r  those  with in -  
comes of $25,000 o r  more. S ta ted  d i f f e r e n t l y ,  t h e  progress- 
i v i t y  of t h e  Colorado s t a t e  i n d i v i d u a l  income t a x  i s  perhaps 
most c l e a r l y  revealed by t h e  f a c t  t h a t  taxpayers  i n  t h e  high- 
e s t  income s t ra tum had a  r e l a t i v e  t a x  burden which on t h e  
TADLI5 V I I .  RKLATIVE RURDI??  OF MAJOR TAXES O N  COLORADO RE:; IDICNT TAXI'AYERS , 
TAXES EXPRESSED AS PERCENT OF ADJIJSTED GROSS INCOMT2, 
FISCAL YEAR 1972 
Under 
$5,000 
Adlus t e d  Gross Income Classes  
5 000 10,000 15,000 





Tota l  
Resident 
T?-n-=--. e 
Dire,ct Taxes on Households: 
S t a t e  Taxes 
Ind iv idua l  Income 
Sa l e s  and Use 
Highway User 
C i g a r e t t e  
Alcoholic Beverages 
~ o t a l ~  
Local Taxes 
R e s i d e n t i a l  Proper ty  
Sa l e s  and Use 
C i g a r e t t e  
~ o t a l ~  
Tota l  D i r ec t  Taxes 
I n d i r e c t  Taxes on Households: 




To ta l  I n d i r e c t  Taxes 
Tota l  S t a t e  and Local Taxes: 
S t a t e  Taxes 
Local Taxes 
(D i r ec t  & I n d i r . )  
(D i r ec t  & I n d i r . )  
Tota l  S t a t e  & Local Taxes 
Addendum: 
Federal Indiv idua l  Income Tax 
a ~ o t a l s  may not  equal  sum o f  items because of rounding. 
CHART IT. RELATIVE BURDEN OF STATE AND LOCAL TAXES ON COLORADO RESIDENT TAXPAYERS 
EXPRESSED AS PERCENT OFADJUSTED GROSS INCOME, FISCAL YEAR 1972 
a TOTAL STATE AND LOCAL TAXES ... ,.. 
- TOTAL DIRECT STATE AND LOCAL TAXES - - 
TOTAL DIRECT LOCAL TAXES 
TOTAL DIRECT STATE TAXES 1 
UNDER $ 5 , 0 0 0  $lO,OOO $15,000 $ 2 5 , 0 0 0  
$ 5 , 0 0 0  TO $10 ,000  TO $15 ,000  TO $ 2 5 , 0 0 0  AND OVER 
ADJUSTED GROSS INCOME CLASSES 
CHART P. R L L A T I V E  BURDEN O F  DIRECT STATE AND LOCAL TAXES ON COLORADO 

RE. ' IDENT TAXPAYERS, EXPRESSED A S  A P E R C E N T  OF A D J U S T E D  

GROSS INCOME,  F I S C A L  YEAR 1972 

ADJUSTED GROSS INCOME (Thousands) 
10 15 2 0  

ADJUSTED GROSS INCOME (Thousands) 

T I I I .  ~lICI,ATIVE DlTRDEN OF MAJOR TAXES ON CO1,ORADO RlGIDENT TAXPAYJSRS , 
TAXIS:; I5XPHTS:;GISD AS PISIICIZNT OF ADJUSTIUI DROAD TNCOIU3, 
F I C A  A 1972 
Adjusted Cross Income g a s s e s  To ta l  
5 000Under ,000 -1 1 0 ,  000 25,000 Resident  
$5,000 t o 1 1 0  ,000 to0$15 ,000 t o  &?$,ooo flnd Over Taxpayers 
I r c c t  Tnrcs on I l o r ~ ~ c h o l d s :  
S t a t e  Taxcs 

Indl v ldua l  Jncome 





C l g n r e t t e  

Alcoholic  B e v e r ~ g e s  

~ o c a l ''Taxes 

R c s i d e n t i a l  Proper ty  

Sa l e s  and Use 

C i g a r e t t e  

To t a l  D i r ec t  Tnxc:; 
Tota l  I n d i r e c t  Tnxes 
' o t a l  S t a t e  qnd Local Taxes: 
S t a t e  Taxes ( D i r c c t  & I n d i r . )  
Local Taxes (D i r ec t  & I n d i r . )  
To t a l  S t a t e  an? Local Taxes 
.ddendum: 
I k d c r a l  l nd iv id iml  Income Tax 
' ~ o t a l s  may no t  equa l  sum of  i t ems  because of  rounding. 
average was 6.4 times larger than the corresponding burden on 

households in the lowest income categary. On a comparable 

basis, the relative tax burden of the highly progressive fed- 

eral income tax for Colorado taxpayers in the top income cat- 

egory was 7.8 times larger than that of those in the lowest 

income class. Thus, the Colorado state individual income tax 

was about four-fifths as progressive as the federal income 

tax. A similar analysis and fndex of relative tax burdens 

for the combined state-local retail sales and consumer excise 

taxes are shown in Table IX and Chart VI. 

In order to summarize the degree af progressivity or 

regressivity of each of the taxes, the relative tax burden 

imposed on the lowest income group can be expressed as a ra- 

tio of the relative burden on the highest, calculated in terms 

of both the adjusted gross and adjusted broad income measures. 

If the ratio is approximately equal to 1.0, the tax should be 

considered proportional; if less than 1.0, progressive; and 

if more than 1.0, regressive. Such progressivity/regressivity 

factors for the federal income tax and Colorado's major state 

and local taxes are presented in the following tabulatian: 

Tax Burden Ratios of Lowest 







Federal Income Tax 
State Taxes: 
Individual Income 
Sales and Use (Direct) 





Total State Taxes 
Local Taxes: 
Residential Pro~ertv 




Total Local Taxes 
Total State and Local Taxes 
TADLE I X .  RELATIVE BURDEN OF COMl3INRD 
STATE AND LOCAL TAXES O N  COLORADO RISS Il)KNT TAXPAYER, 
FISCAL YIIAN 1972 
Adjusted Cross Income Classes Totnl 
Undor $5.000 $10.000 915,000 $25.000 Resident, 
$5.000 to '~$i0,000 t o  $1$,000 t o  $25,000 nnd'ovcr Taxpayers 
A. Tax a s  Percent of Adjusted Cross Income: 
R. Index of Tax Burden Based on Adjusted Cross I n ~ s r n e : ~  
Jndividunl Income 
s a l e s  and Use 
I:xcise Taxesa 
'Ilesidentiol Property 
Total Combined Tax 
" 	 Total  Direct S t a t e  Tax 100 83 84 
Total Direct Local Tax 100 66 52 
C. Tax a s  Percent of Adjusted Broad Income: 
.Individual  Incomc 
Sales and Use 
k c i s e  Taxesa 
Jcs i d e n t i a l  Property 
D. Index of Tax Burden Based on Adjusted Broad ~ n c o m e : ~  
Individual Incoma 
S a l c s  and Use 
%cise  Taxesa 
.esj d e n t i a l  Property 
Total  Combined Tax 
Total  Direct  S t a t e  Tax 100 124 	 141 
Total  Direct  Local Tax 100 9 9 	 7253: 
lcludes highway use r ,  c i g a r e t t e ,  and a lcohol ic  beverage taxes.  
o t a l s  may not equal sum of items because of rounding. 
?dex of  r e l a t i v e  tax  burdens expressed a s  percentage of t a x  burden on lowest Income group. 

IV. A PROFILE OF COLORADO TAXES 

BY HOUSEHOLD SIZE 

Table X and Chart VII show the distribution of Colora- 

do taxpayers, income and combined state-local direct taxes, 

classified by size of household. The categories range from 

one-person households to those with five or more and were 

based on the number of nor a1 exemptions reported on their 

state income tax returns. 1c About one-third of the returns 

represented one-person households, but they accounted for 

one-sixth of the total income and tax burden. At the other 

end of the scale, the largest family category, those with 

five exemptions or more, represented one-sixth of the house- 

holds but accounted for one-fourth of the income. The inter- 

mediate sized households also had a relative share of the 

income larger than their proportionate representation. 

The average dollar amounts of income and taxes varied 

directly with the size of household and the largest break 

occurred between the one-person and two-person categories. 

For the former, the average adjusted gross income of $4,069 

and average total direct taxes of $400 represented only about 

two-fifths of the respective averages for the two-person 

household category. In part this is due to the fact that 

more than two-thirds of the tax returns with only one exemp- 

tion had adjusted gross incomes of less than $5,000. For the 

multi-person households the average adjusted gross income by 

family size categories ranged from $10,446for a two-person 

household to $13,237 for the largest sized households. Simi-

larly, the average total direct tax burden showed a narrow 

range from $916 for the two-person household to $1,114 for 

the five-person or more household. Perhaps one of the most 

interesting findings of this part of the analysis is that the 

overall percentage distributions of the tax burden by family 

size parallels the distribution of adjusted gross income. Of 

course, the average adjusted broad incomes for all of these 

14~his section is based on an estimate of 829,267 tax returns 

which is 2.5 percent larger than that of the preceding sec- 

tion. It includes a relatively small number of non-resident 

returns but excludes those which had no information on size 

of household (normal exemptions). As noted earlier in the 

report, the "married-separate1' returns filed by a husband 

and wife were merged and treated as a single household. How- 

ever, in a limited number of cases, other members of house- 

holds may have filed separate returns, for example, to ob- 

tain withholding refunds. 

'L'ADLIS X .  DISTIIIIWTION OF COLORADO TAXIJAYICIG, INCOME A N D  CO~ll3INISI) 
STATE AND LOCAL 1)IIIBCT TAXES CIASSIFIISD ilY :;I%IC OF IIOUSI~~IIOLI), 
FISCAL YEAR 1.972 
S f s c  of Household 
One Two Thrt?e Four Five A l l  
Person Persons Persons Persons and Over Households 
A.  Do1 1.2 L Amounts i n  Thousands : 
Adjusted Gross Income 

Addustod Broad Income 

S t a t e  and 1,oanl Dl roc t  Taxes: 
Ind iv idua l  Income 

S a l ~ s  and 1kc 

Excl s e  T R X C S ~  

Rosidenti a 1  Property 

Total. Taxes 
B. Percentage D i s t r i b u t i o n :  
Number of Households 34.5 23.1 12.7 13.4 16.3 100.0 
Adjusted Gross Income 

Adjusted Broad Income 

S t a t e  ant1 Local D i r ec t  Taxes: 
Ind lv idua l  Income 





Res iden t i a l  Proper ty  

Totnl  Taxes 
C. Average Income and Taxes per  Household: 
Adjusted Gross Income 

Adjusted Broad Income 

S t n t c  and Local D i r ec t  Taxes: 
Inctividual Income 

S a l e s  and Use 

Excise ~ n x e s b  

Res iden t i a l  Proper ty  

Tota l  Taxes 
"~umbcr inc ludes  non-res idents  and par t -year  r e s i d e n t  taxpayers ,  excludes those  wi thout  exemption in fo r -  -
mation. 
b ~ n c l u d e s  highway u s e r ,  s t a t e  and l o c a l  c i g a r e t t e ,  and a l c o h o l i c  beverage taxes .  
d 
CHART m . 	RELATIVE BURDEN O F  COMBINED STATE AND LOCAL DIRECT TAXES ON COLORADO TAXPAYERS, 
C L A S S I F I E D  BY S l Z E  OF HOUSEHOLD, FISCAL YEAR 1 9 7 2  
ONE TWO T H R E E  FOUR F I V E  
PERSON PERSONS PERSONS PERSONS AND OVER 
S l Z E  OF HOUSEHOLD 
categories were higher than their respective adjusted gross 

incomes, but for the single-person household the difference 

represented almost 30 percent, whereas for each of the other 

multi-person categories it averaged about 11 percent. Thus, 

in terms of adjusted broad income the correspondence between 

the distributions of income and taxes was almost identical. 

For example, in rounded percentages, the one-person house- 

holds accounted for 18 percent of both the total income and 

total tax; the two-person households had 26 percent of the 

income and 27 percent of the tax; the three-person category 

accounted for 15 percent of both; the four-person households 

had 18 and 17 percents, respectively; and those with five or 





This neutrality in the apportionment of the state and 
local taxes directly levied on Colorado households is also 
evidenced by Table XI and Chart VI (page 37) which shows the 
relative tax burdens classified by household size. Once 
again it will be noted that on an adjusted gross income basis 
the total state-local tax burden was approximately uniform 
for all the multi-person categories -- ranging between 8.3 
and 8.8 percent. Only the single-person households had a 
relatively heavier burden -- 9.8 percent. However, when the 
taxes are expressed as a percentage of adjusted broad income, 
even the variance between the single and multiple-persons 
households is eliminated. On this basis the relative tax 
burdens for all categories were remarkably similar, ranging 
from 7.3 to 7.7 percent. In brief, the distribution of the 
major state and local taxes -- personal income, retail sales, 
consumer excises and residential property -- worked out to be 
generally neutral with regard to the size of the household or 
family. 
TATILK XI. RELATIVE BlJRDEN OF COt4DTNED STATE AND LOCAL T A X I S  

O N  COLOIIADO TAXPAYERS, CLASSIFIED 13Y G 1x13 OF IIOUSIWOLD, 

Tndivi dun1 Income 
Snles  and Use 
Exclse ~ a x e s ~  
Res iden t i a l  Proper ty  
~ o t a l s ~  
Indlvi.dua1 Incomo 
Sa le s  and Use 
Excise Taxes" 
Res iden t i a l  Proper ty  
To ta l s  
Indiv idua l  Income 
Snles and IJse 
Excise Taxesa 
Res iden t i a l  Proper ty  
~ o t n l s ~  
Indiv idual  Income 
Sa l e s  and Use 
Excisc ~ a x e s ~  
Resident1 a1  Property 
Tota ls  
A. 
FISCAL YEAR 1772 
A 
S i z e  of Iiousehold 
One Two Three Four 
Person Persons Persons Persons 





A l l  
Households 
B. Index of  Rurden Based on Adjusted Cross I n ~ o m e : ~  
C. Taxes a s  a Percentage of  Adjusted Broad Income: 
D. Index o f  Burden Dased on Adjusted Broad I n ~ o m e : ~  
3. Includes highway u s e r ,  s t a t e  and l o c a l  c i g a r e t t e ,  and a l c o h o l i c  beverage taxes .  

b ~ o t a l smay not equal  sum o f  i tems because of  rounding. 

'index o f  r e l a t i v e  t a x  burdens expressed a s  percentage  o f  t a x  burden on lower income group. 

V. A REGIONAL PROFILE OF COLORADO TAXES 
The d i s t r i b u t i o n  of Colorado r e s i d e n t  taxpayers ,  income 
and combined s t a t e - l o c a l  d i r e c t  t axes  on a r eg iona l  b a s i s  i s  
covered i n  Tables X I 1  - XIV.  For t h e  purposes of t h i s  s tudy 
the  s t a t e  was d iv ided  i n t o  t h r e e  major economic and geographic 
regions designated s t h e  Eas tern  P l a i n s ,  t h e  Front Range, and 
t h e  Western Slope. 1T A s  shown on Chart V I I I ,  t hese  regions 
cons is ted  of  the  following contiguous count ies :  
Eastern P la ins  R e ~ i o n :  
Baca Huerf ano Logan Sedgwick 
Bent Kiowa Morgan Washington 
Cheyenne K i t  Carson Otero Yuma 
Crowley Las Animas P h i l l i p s  
E l b e r t  Lincoln Prowers 
Front Range Region: 
Adams Denver J e f f e r s o n  Weld 

Arapahoe Douglas Larimer 

Boulder E l  Paso Pueblo 

Western Slope Repion: 
Alamosa Eagle La P la ta  Rio Blanco 
Archuleta Fremont Mesa Rio Grande 
Chaff ee  Garf ie ld  Mineral Houtt 
Clear  Creek Gi lp in  Moffat Saguache 
Cone jos Grand Monte zuma San Juan 
C o s t i l l a  Gunnison Montrose San Miguel 
Custer  Hinsdale Ouray Summit 
Del ta  Jackson Park T e l l e r  
Dolores Lake P i t k i n  
l 5 ~ h i s  and t h e  following s e c t i o n  on the  county a n a l y s i s  a r e  
based on an es t ima te  of 788,832 t a x  r e t u r n s ,  o r  2.4 percent  
l e s s  than t h e  number of r e s i d e n t  taxpayers  used i n  t h e  f i r s t  
s e c t i o n  of t h i s  r epor t .  Part-year r e s i d e n t s  who l e f t  t h e  
s t a t e  during t h e  yea r ,  a s  we l l  a s  non-residents ,  were ex-
cluded. 
TAB1415 XI1 . IIISGIONAI~ DISTRI13lJTTON OF COLORADO R E S I D E N T  TAXPAYRIG, 
TNCOME AND STATE ANT) LOCAL DIRECT TAXES, 
FISCAL YISAR 1972 
- 
Eastern Front  Western 
P1:ll.n~ Range Slope 
Reg i ona negionb negionC s t a t e d  
A. Do1 1 n r  Amounts In Thousands : 
Nimbor of Residcnt Taxpayers %,33'1 61t0 ,714 93,701+ 708,?33? 
Taxpnycr Incomn: 
Adjusted Cross Income 
Ad j us tod Broad Income 
Direc t  S t a t e  and Local Taxes: 
Ind i v t d u a l  Income 
Salos  and Use 
Exctse Taxose 
Res iden t i a l  Proper ty  
To ta l s  
Tota l  S t a t e  Taxes 
To ta l  Local Taxes 
Addendum: 
Fedcrol Ind iv idua l  Income Tax $ 41,550 $ 803,303 $ 82,486 $ 927,339 
B. Percentage d i s t r i b u t i o n :  
Number of Resident Taxpayers 6 9 81.2 11.9 100.0 
Taxpxycrs Income: 
A d j u  t ed  Cross Income 
Adjusted Broad Income 
Di rec t  S t a t e  and Local Taxes: 
Ind iv idua l  Income 
Sales  and Use 
Excise Taxese 
Res iden t i a l  Property 
Tota ls  4.8 85-9 9 3 
To ta l  S t a t e  Taxes 
Tota l  Local Taxes 
Addendum: 
Federal  Indiv idua l  Income Tax 4 - 5  86.6 8.9 100. G 
aComprises 18  count ies  i n  e a s t e r n  h a l f  of s t a t e .  See t e x t  f o r  l i s t i n g .  
b ~ o m p r i s e d  of t h e  fol lowing t e n  coun t i e s  : Adams, Arapahoe, Boulder, Denver, 
Douglas, El Paso, J e f f e r s o n ,  Larimer, Pueblo, and Weld. 
CComprises 35  count ies  i n  western h a l f  and southwest p a r t  of s t a t e .  
dExcludes from t o t a l  households t h e  non-residents  and par t -year  o u t  r e s i d e n t s .  
e ~ n c l u d e s  highway u s e r ,  s t a t e  and l o c a l  c i g a r e t t e ,  and a l c o h o l i c  beverage taxes.  

As is generally recognized the overwhelming majority 
of the state's population is concentrated in the Front Range 
Region -- the 10 'counties along the eastern slope of the 
continental divide in the center of the state. The total num- 
ber of resident taxpayers in this region is estimated to have 
been almost 640,000and as such represented more than 81 per-
cent of the state's total. Their reported adjusted gross in- 
come exceeded $6.2 billion, and their state and local direct 
taxes amounted to $295.2 million and $252.4 million, respec- 
tively. On this basis these 10 counties accounted for almost 
85 percent of the total state income, 84 percent of the total 
state taxes, and 88 percent of the total local taxes. 
The Eastern Plains Region, consisting of 18 predomi- 

nantly agricultural counties, had about 54,000resident tax- 

payers who represented slightly less than 7 percent of the 

state's total. The reported adjusted gross income for the 

households in this region amounted to $390.9 million and 

their shares of the state and local direct taxes were $18.6 

million and $12.1 million, respectively. Thus the Eastern 

Plains counties as a region with about 7 percent ofthe state's 

resident households accounted for about 5 percent of the re- 

ported income and state taxes, and slightly more than 4 per-

cent of the local taxes. 

Finally on this comparative basis, the Western Slope 

Region consisting of the remaining 35 counties of the state, 

had almost 94,000resident taxpayers. Their reported adjusted 

gross income amounted to $734.3 million and their state and 

local taxes totalled $36.5 million and i23.0 million, respec- 

tively. In percentage terms, the Western Slope as a region, 

representing about 12 percent of the state's resident tax- 

payers, accounted for 10 percent of the total reported income 

and state taxes, and only 8 percent of the total local taxes. 

This close correspondence between the distribution of 

income to taxes, particularly in the case of the state direct 

taxes, indicates that the present state tax structure does not 

impose a relatively greater tax burden onthe resident taxpay- 

ers of any particular large geographic region of the state. 

I 
Table XI11 and Chart IX show the dollar averages of 

regional income and taxes for Colorado resident taxpayers in 

fiscal year 1972. As expected the Front Range counties had 

the highest average income and taxes. The average adjusted 

-income reported by resident taxpayers was $9,679 and 

represented 104 percent of the statewide average. In con- 

trast, the averages for the Eastern Plains and Western Slope 

regions were $7 195 and $7,829, and as such represented only 

78 percent and 64 percent of the state average. On the ad- 

justed broad income basis the dollar averages are higher for 

TABLE X I I I .  AVERAGE INCOME AND STATE AND LOCAL DIRECT TAXES 
OF COLORADO RESIDENT TAXPAYERS I N  THREE MAJOR REGIONS, 
FISCAL YEAR 1972 
Eastern Front Western 
P la ins  Range Slop0 
Regiona I3eg ionb ~ e g i o n '  s t a t e d  
A ,  Average Income and Tax Per Household: 
Taxpayers Income: 
Adjusted Gross Income $7,195 $ 9,679 $7,829 
Adjusted Broad Income 8,440 10,911 9,028 
S t a t e  and Local Di rec t  Taxes: 
Ind iv idua l  Income 
Sales  and Use 
Excise Taxese 
Resident l a 1  Property 
Tota ls  
Total  S t a t e  Taxes 
Tota l  Local Taxes 
Addendum : 
Federal Ind iv idua l  Income Tax 
B. Regional Averages a s  Percent of  S t a t e  Average: 
Taxpayers Income : 
Adjusted Gross Income 77.5 104.2 84.3 
Adjusted Broad Income 80.2 103 7 85.8 
S t a t e  and Local Di rec t  Taxes: 
Individual  Income 
Sa le s  and Use 
Excise Taxese 
Res iden t i a l  Property 
Tota ls  
Tota l  S t a t e  Taxes 
Tota l  Local Taxes 
Addendum : 
Federal Ind iv idua l  Income Tax 
aComprises 18  count ies  i n  e a s t e r n  h a l f  of s t a t e .  See t e x t  f o r  l i s t i n g .  
b~ompr i sed  of  t h e  following t e n  count ies  : Adams , Arapahoe, Boulder , Denver, 
Douglas, El  Paso, J e f f e r son ,  Larimer, Pueblo, and Weld. 
C ~ o m p r i s e s  35 count ies  i n  western h a l f  and southwest p a r t  o f  s t a t e .  
d ~ x c l u d e s  from t o t a l  households t he  non-residents and part-year  ou t  r e s iden t s .  
e ~ n c l u d e s  highway use r ,  s t a t e  and l o c a l  c i g a r e t t e ,  and a l coho l i c  beverage taxes. 
CHART IX.	AVERAGE STATE AND LOCAL DIRECT TAXES ON COLORADO RESIDENT TAXPAYERS IN  
THREE MAJOR REGIONS, FISCAL YEAR 1972 
FRONT RANGE COUNTIES 
WESTERN SLOPE COUNTIES 
EASTERN PLAINS COUNTIES 
TOTAL TOTAL RESl DENTIAL INDIVIDUAL SALES AND CONSUMER 
STATE TAXES LOCAL TAXES PROPERTY TAX l NCOME TAX USE TAX EXCISE TAXES 
a l l  three  regions, but the  variance among them i s  reduced. 
With regard t o  the  combined s t a t e - loca l  tax  f o r  these  r e  ions ,  
the average f o r  the Front Ran e was $855, compared with f563 
fo r  the  Eastern Pla ins  and $6 Q 5 f o r  the Western Slope regions. 
On t h i s  bas is  the Front Range average tax  represented 106 per- 
cent of the statewide average, whereas the  Eastern Plains and 
Western Slope tax  averages represented 70 and 79 percents,  
respectively.  
When t h e  combined tax  burden i s  broken down i n t o  t he  
s t a t e  and l o c a l  components, the  variance among the  regions i s  
s i g n i f i c a n t l y  smaller i n  t he  case of the  s t a t e  taxes and cor-
respondinnly ~ r e a t e r  fo r  the  l o c a l  taxes. For example, the  
average of t o t a l  s t a t e  taxes f o r  thelFront  Range was $461 o r  
104 percent of the  statewide average, a percentage almost ex-
a c t l y  equivalent t o  t h a t  by which the  average income f o r  the  
region exceeded the  statewide average. For the Eastern Plains 
region the average of s t a t e  taxes was $342 o r  77 percent of 
the  statewide average, o r  s l i g h t l y  l e s s  than i t s  r a t i o  of av-
erage income t o  s t a t e  average income. And f o r  the  Western 
Slope t h e  average of s t a t e  taxes was $389 o r  88 percent of the  
s t a t e  average, and as  such s l i g h t l y  more than i t s  r a t i o  of av-
erage income t o  s t a t e  income. In sho r t ,  although the  incomes 
of t he  taxpayers i n  the Front Range counties were s ign i f i can t -
l y  g rea t e r  than those i n  the  r e s t  of the s t a t e ,  t h e i r  s t a t e  
t ax  burdens a l s o  were proport ionately l a rger .  
The average l o c a l  t a x  burden f o r  res iden t  taxpayers i n  
the  Front Range counties amounted t o  $394, compared with $222 
and $246 f o r  those i n  the  Eastern Plains and Western Slope 
regions, respect ively .  Expressed a s  percentages of the  s t a t e -  
wide average these regional  l o c a l  taxes represented 108 per- 
cent f o r  the  Front Range and 61 percent and 67 percent f o r  
t he  Eastern Plains and Western Slope regions. A s  such, the  
l o c a l  taxes show considerably g rea t e r  variance among the  re -  
gions than do the  s t a t e  taxes. Of course, t h i s  variance 
bas ica l ly  r e f l e c t s  the marked d i f fe rence  between the  l o c a l  
government expenditures of the highly urbanized counties com-
pared with the  r u r a l  counties. 
The regional  d i f fe rences  i n  the  average d o l l a r  amounts 
of spec i f i c  t ax  burdens were even g rea t e r  than t h a t  of the  
aggregate taxes. The var ia t ion  i s  summarized i n  the  following 
tabu la t ion  which presents  the  average incomes and tax  burdens 
of r e s i d e n t  taxpayers  i n  t h e  Eas tern  P la ins  and Western Slope 
regions  a s  percentages of t h e  averages of those i n  t h e  Front 
Range region: 
Index of 
Dollar Averages f o r :  
Front Eastern Western 
Range P la ins  Slope 
Averape Income: 
Adjusted Gross Income 
Adjusted Broad Income 
Average Direc t  Taxes: 
Ind iv idua l  Income 100.0 69.1 72.1 
R e t a i l  Sa les  ( S t a t e  and Local) 100.0 51.3 72.9 
Consumer Excises ( S t a t e  and Local)  100.0 87.9 99.2 
R e s i d e n t i a l  Property 100.0 64.6 65.1 
To ta l  S t a t e  and Local 100.0 66.0 74.3 
Federa l  Indiv idual  Income Tax 100.0 61.0 70.2 
Table X I V  and Chart  X show t h e  r e l a t i v e  burden of s t a t e  
and l o c a l  t axes  a s  percentages of income f o r  each of t h e  t h r e e  
regions.  When t h e  r eg iona l  t axes  a r e  compared on t h i s  b a s i s  a 
genera l  p a t t e r n  emerges similar t o  t h a t  of t h e  preceding aver-
age t a x  a n a l y s i s .  The r e l a t i v e  t a x  burden f o r  r e s i d e n t  tax-
payers in t h e  Front Range region  was t h e  h ighes t  i n  every i n -  
s tance ,  except f o r  the consumer exc i se  category. The combined 
s t a t e - l o c a l  t a x  burden f o r  the  Front  Range was 8.8 percent  
compared wi th  burdens of  7.9 and 8.1 percents  r e s p e c t i v e l y  f o r  
t h e  Eastern Pla ins  and Western Slope regions.  With regard t o  
t h e  s t a t e  t a x  component, t h e  g r e a t e s t  burden was borne by res -
i d e n t s  i n  t h e  Western Slope regions  -- 5.0 percent  i n  c o n t r a s t  
t o  a  4.8 percent  burden f o r  both t h e  Front  Range and Eastern 
Pla ins .  This order ing ,  however, i s  mainly due t o  t h e  f a c t  
t h a t  t h e  r e s i d e n t  taxpayers  i n  t h e  Western Slope a l s o  had t h e  
h ighes t  r e l a t i v e  burden of consumer exc i se  t axes  which primar- 
i l y  c o n s i s t  of highway use r  taxes.  I n  o t h e r  words, t h e i r  r e l -  
a t i v e l y  heav ie r  s t a t e  t a x  burden r e f l e c t s  t h e  g r e a t e r  import- 
ance of automotive t r a n s p o r t a t i o n  ou t l ays  i n  t h e i r  consumption 
pa t t e rn .  
TABLK XIV. RELATIVE BURDEN OF STATE A N D  LOCAL DIRECT TAXES 

ON COLORADO RESIDENT TAXPAYERS I N  THREE MAJOR RLGIONS 

FISCAL YEAR 1972 

-- 




~ e ~ i o n ~RegionC s t a t e d  
A. Taxes a s  a Percent of Adjusted Gross Income: 
S ta te  and Local Direct Taxes : 
Individual Income 
Sales and Use 
Excise Taxese 
Residential  Property 
Total Combined ~ a x e s ~  
Total S ta te  Taxes 
Total  Local Taxes 
Addendum: 
Fcdcral Individual Income Tax 10.63 12.95 11.23 
B. Taxes as  a Percent of Adjusted Broad Income: 
Sta te  and Local Direct Taxes: 
Individual Income 
Sales and Use 
Excise Taxese 
Residential  Property 
Total  Combined ~ a x e s ~  
Total S ta te  Taxes 
Total  Local Taxes 
Addendum : 
Federal Individual Income Tax 9.06 11.49 9.74 
aComprises 18 counties i n  eas tern  hal f  of s t a t e .  See t e x t  f o r  l i s t i n g .  
b~omprised of the following t en  counties : Adams , Arapahoe, Boulder, Denver, 
Douglas, E l  Paso, Jefferson,  Larimer, Pueblo, and Weld. 
C~ompr i ses35 counties i n  western hal f  and southwest pa r t  of s t a t e .  
dExcludes from t o t a l  households the non-residents and part-year out residents.  
e Includes highway user ,  s t a t e  and l o c a l  c iga re t t e ,  and a lcohol ic  beverage taxes. 
f ~ o t a l smay not equal sum of items because of rounding. 
The variance among the regions in state income tax 

burdens is also small -- the burden was only 2.1 percent of 
adjusted gross income for the Front Range compared with 2.0 

and 1.9 percents for the Eastern Plains and Western Slope re- 

gions. In contrast, for all regions the heaviest single tax 

burden proved to be the residential ~ r o ~ e r t v  It was the 
tax. 

highest for taxpayers in the Front Range counties, amounting 

to 3.4 percent of their adjusted gross income; next highest 

at 340 percent for the Eastern Plains regions; and lowest at 

2.8 percent for those on the Western Slope. It should be 

noted once again that'on an adjusted broad income basis the 

relative tax burdens of all taxes, both in the aggregate and 

individually, were significantly smaller but the same re- 

gional pattern of distribution prevailed. 

In brief, the regional tax profile indicates that al- 

though there was a marked variance on the local level, there 

were no significant differences in the relative burdens im- 

posed by the state tax structure. 

CHART X.RELATIVE BURDEN OF STATE AND LOCAL DIRECT TAXES BASED ON ADJUSTED GROSS 
INCOME FOR THREE MAJOR REGIONS, F I S C A L  YEAR 1972  
- - -  
VI. A PROFILE OF COLORADO TAXES 

BY MAJOR COUNTIES 

Tables XV - XVII show the distribution of Colorado 
resident taxpayers, income and combined state-local direct 
taxes among the nine most populous counties of the state. 
Together they represented more than 81 percent of the total 
number of Colorado resident taxpayers, and ac ounted for 
about 85 percent of both the income and tax.1 8 -
The first five counties listed in Table XV -- Denver, 
Jefferson, Arapahoe, Adams and Boulder -- constitute the Den- 
ver Metropolitan Area and as such represented almost 60 per 
cent of the state's total resident taxpayers. The City and 
County of Denver alone accounted for almost one-fourth of the 
state's taxpayers, followed by Jefferson County with almost 
one-eighth of the total. El Paso and Pueblo counties also 
have been designated by the U. S. Bureau of the Census as 
Standard Metropolitan Statistical Areas and accounted for 8 
and 5 percent of the state taxpayers. The other two counties 
included in this part of the analysis were Larimer and Weld 
which represented 5 and 4 percents, respectively, of the to- 
tal. 
The reported adjusted gross income for these counties 
was almost $6.2 billion, and for the five-county Denver metro 
area it amounted to $4.7 billion or 64 percent of the state's 
total income. The total adjusted gross incomes for the nine 
individual counties ranged from a hi h for Denver of $1.9 
billion to a low for Weld County of 8240 million. Jefferson 
was the only other county with reported income in excess of 
one billion. The other six counties ranked by total income 
(in millions), were: Arapahoe ($6751,El Paso ($6101,Adams 
($5371, Boulder ($4811,Pueblo ($3231, and Larimer ($295). 
The combined state-local taxes for these major coun- 

ties amounted to $541 million or, as noted, 85 percent of the 

state total. For the Denver metro area alone it was $413 

million or 65 percent of the state total. When the nine 

counties are ranked in accordance with the dollar magnitude 

of their combined state-local taxes, the ordering is the same 

as the county income ranking described above. Perhaps of 

more importance is the fact that the percentage distribution 

16~he remaining 54 counties were not treated on an individual 

basis because of their relatively small populations and the 

low statistical reliability of the sample data. 

C O L m  3iSTRI3FPION OF COLOR830 RESIDENT TAXPAYE%, DCOE A i 3  STATE AXD LOCAL D I E C T  T m ,  
FISCAL T;AR 1972 
Denver jefferson Arapbboe Adams h u l d e r  
Denver 
SYSA Z l  Pass he510 L a r i x r  ZelC 
3 e i t  of 
S t a t e  
3:a:e 
-3tal  
A. Dollar h o u n t s  in aousacds:  
:lw'.er of  2esident Taxpayers 
Taxpayers Income : 
Adjusted Gross Incone 
Adjusted aroad locome 
3i rec t  S ta te  azd b c a l  Taxes: 
Individual Incone 




Total State Taxes 




















































































$18 1'6,512 93,352 - 243,5?2 
94,974 635,371 
IQI 
7 Addendum: FeCeral Individual Income Tax i280,305 $ 136,494 $ 90,626 J 57,248 3 57,750 $ 622,423 S 77,818 i37,021 S 32,133 j 29,328 S 128,016 F 3;?,33? 
B. Percentage Distr ibution by Counties: 
Ember of Resident Taxpayers 
Taxpayers Incose: 
Adjusted Gross Incone 
Adjusted 3road Income 
Direct State and Local Taxes: 
24.3 12.3 8.4 7.9 6.2 59.1 8.2 '4.5 4.9 4.1 19.2 100. '3 
L-.dividual Income 
Sales and Zse 
3 c i s e  Taxesa 
i7esidential Property 
~ ~ t ~ 
Total S t a t e  ?axes 
Total loca l  Taxes 
l ~ 26.1 14.6 9.7 7.6 6.9 64.9 e.7 4.3 4.1 3 .o 15.0 130.2 
iddendun: 
Federal Individual Income Tax 30.2 14.7 9.8 6.2 6.2 67.1 a.4 4.0 3.5 3-2 13.6 1CO.S 
'~ncludes s t a t e  highway user taxes, s t a t e  and loca l  c igare t te  taxes, a d  s t a t e  alcoholic beverage taxes. 
of the state tax burden by counties shows a remarkably close 

correspondence with the income distribution based on either 

the adjusted gross or broad income measures (see Chart XI). 

In contrast, with regard to the local tax burden it appears 

that for Arapahoe, Boulder and El Paso counties the percent- 

ages of local taxes were significantly larger than their re-

spective shares of income; while for Denver and Weld counties 

they were smaller. The county distributions of income and 

taxes are summarized below: 
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It is evident that relative to the individual counties 
"ability-to-pay,It their respective total state tax burdens 
were neither disproportionately large nor small. In other 
words, the overall state tax structure worked out to be neu- 
tral for these nine major counties of the state. And, as 
noted, this did not hold for the local tax structure. More-
over, a similar correspondence with income does not hold for 
any of the specific direct tax categories. For example, with 
regard to the state income tax, the three counties with the 
highest average incomes -- Jefferson, Arapahoe and Denver --
accounted for shares of the total tax burden relatively larg- 
er than their respective income shares; while the four coun- 
ties with the lowest average incomes -- Pueblo, Adams, Lari- 
mer and Weld -- accounted for disproportionately smaller 
shares of the income tax. Of course, this pattern of distri- 

bution is to be expected on the basis of the preceding analy- 

sis since it reflects the progressivity of the Colorado state 

income tax structure. 

Table X V I  and Chart  X I 1  show t h e  d o l l a r  amounts of 
average taxes  f o r  Colorado r e s i d e n t s  taxpayers  i n  each of t h e  
major count ies .  The average t a x e s  f o r  t h e  count ies  genera l ly  
followed t h e  ordering of t h e  r e s p e c t i v e  county average i n -  
comes. The t h r e e  coun t i e s  with t h e  h i  h e s t  average s t a t e  
t axes  were J e f f e r s o n  ($5231, Denver Q($4 3 )  and Arapahoe 
($471); and t h e  t h r e e  with t h e  lowest  were Adams ($4241, Weld 
($360) and Larimer ($358). However, w i t h  regard t o  t h e  aver-
age l o c a l  t a x e s ,  t h e  d a t a  do not  show a s i m i l a r  pa t t e rn .  For 
example, Denver drops t o  f i f t h  p lace  ($3851, and the  t h r e e  
coun t i e s  wi th  t h e  h i g h e s t  avera e s  were Arapahoe ($4541, 
Boulder ($443) and J e f f e r s o n  (8433 ) *  while those  with the  
lowest were Pueblo ($3421, Larimer ($314) and Weld ($235). 
I n  more genera l  terms t h e  var iance  i n  average t ax  
among the  coun t i e s  can be shown by expressing each county ' s  
t a x  a s  a percentage of t h e  s t a t ewide  average. On t h i s  b a s i s  
f i v e  coun t i e s ,  and i n  t h e  fol lowing order  -- J e f f e r s o n ,  Den-
ver ,  Arapahoe, Boulder and E l  Paso, a l l  had both average 
s t a t e  and l o c a l  taxes  g r e a t e r  than t h e  s t a t ewide  averages;  
whereas t h e  o the r  f o u r  -- Pueblo, Adams, Weld and Larimer --
a l l  had smal l e r  averages.  
With regard t o  t h e  s p e c i f i c  t a x  ca tegor ies ,  t h e  g r e a t -  
e s t  v a r i a t i o n  i n  average t axes  among t h e  count ies  occurred i n  
t h e  r e s i d e n t i a l  proper ty  tax .  Based on t h e  s ta tewide  average 
t h e  index f o r  t h i s  t a x  ranged from a high of 127 percent  f o r  
J e f f e r s o n  t o  a low of 66 percent  f o r  Weld County. Next i n  
t h e  degree of va r i ance  was t h e  s t a t e  income t a x ,  and J e f f e r -  
son again  was h igh  wi th  an  index of 125 percent  compared wi th  
a low of 7 5  percent  f o r  Larimer County. Both t h e  r e t a i l  
s a l e s  and t h e  consumer e x c i s e  c a t e g o r i e s  exh ib i t ed  a l e s s e r  
degree of v a r i a t i o n  i n  average county taxes.  The average 
county s a l e s  t a x  index ranged from a high of 119 percent  f o r  
Denver t o  a low of 73 percent  f o r  Weld County; and t h e  small-  
e s t  v a r i a t i o n  occurred i n  t h e  county averages of consumer ex-
c i s e s  -- a high of  116 percent  f o r  El  Paso compared wi th  a 
low of 84 percent  f o r  Larimer. Thus, those  coun t i e s  of the  
s t a t e  which a r e  h igh ly  urbanized and economically a f f l u e n t  
g e n e r a l l y  have the  h igher  average t a x e s ;  and those  t h a t  a r e  
mainly r u r a l  o r  have below average incomes g e n e r a l l y  have t h e  
lowest average t axes  I n  t h e  s t a t e .  
Table X V I I  and Chart X I 1 1  show t h e  r e l a t i v e  burden of 
s t a t e  and l o c a l  t axes  a s  a percentage of income f o r  each of 
t h e  major couht ies .  A s  i n  t h e  case  of t h e  r eg iona l  a n a l y s i s  
these  d a t a  i n d i c a t e  t h a t  the  r e l a t i v e  burden of t h e  d i r e c t  
s t a t e  t axes  l e v i e d  on r e s i d e n t  taxpayers  on a county b a s i s  
were remarkably uniform. I n  terms of ad jus ted  g r o s s  income 
t h e  s t a t e  t a x  burden was s l i g h t l y  l e s s  than 5 percent  f o r  
every one of t h e  n i n e  coun t i e s ;  and i n  terms of  ad jus ted  broad 
CHART X.  PERCENTAGE DISTRIBUTION O F  INCOME AND 
TAXES BY MAJOR COLORADO COUNTIES, 
F I S C A L  Y E A R  1972 
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TABLE XVII 
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CHART XIII. R E L A T I V E  BURDEN OF STATE AND LOCAL DIRECT TAXES BY 
MAJOR COLORADO COUNTIES, FISCAL YEAR 1972  
A. DIRECT STATE TAXES 







AVERAGE STATE TAX 
0 .  DIRECT LOCAL TAXES 
0 3 . 0  3.5 4 . 0  4 .5  5 ,O 
AVERAGE LOCAL TAX 
-69- 
income the s t a t e  burden proved t o  be s l i g h t l y  more than 4 
percent f o r  every county. The l imi ted  variance i n  the  t o t a l  
s t a t e  taxes imposed on these  counties  i s  f u r t h e r  revealed by 
the f a c t  t h a t  the  d i f fe rence  between t h e  counties  with the  
t theaviest ' t  and " l i g h t e s t t t  burdens was only one-quarter of 1 
percent on t he  adjus ted  gross  income bas i s ,  and was l e s s  than 
one-third of 1 percent on the  adjus ted  broad income bas is .  
In con t r a s t ,  the  d i r e c t  l o c a l  taxes showed a s i g n i f i c a n t l y  
g rea te r  variance among the  counties.  On the adjus ted  g ross  
income bas i s  t h e  burdens ranged from a high of 4.5 percent 
f o r  Arapahoe County t o  a low of 3.2 percent f o r  Weld; and i n  
terms of adjusted broad income they were 4.0 and 2.8 percent 
f o r  these  same counties.  
As noted, the  uniformity of the  s t a t e  tax  burdens f o r  
the counties  e s s e n t i a l l y  r e f l e c t s  t he  p rogress iv i ty  of the  
s t a t e  income tax  o f f s e t t i n g  the  r eg re s s iv i t y  of  the  s t a t e  re-  
t a i l  s a l e s  and consumer excise t axes ;  whereas, the  variance 
i n  the l o c a l  t ax  burdens among the  counties  can be mainly a t -  
t r i bu t ed  t o  t he  r e s i d e n t i a l  property tax. County comparisons 
of the  r e l a t i v e  burdens f o r  each of the  spec i f i c  major t ax  
ca tegor ies ,  based on adjus ted  p o s s  income and expressed a s  
percentages of t h e  o v e r a l l  statewide t a x  burden f o r  each ca t -  
egory i s  shown i n  the  following comparison: 
Index of County Tax Burdens: 
(Statewide average = 100.0) 
Sales Con- Resi- 
Counties 
Denver 




Denver Metro Area 




Rest of S t a t e  
Non-Denver Metro Area 















and s u e r  d e n t i a l  
Use Excise Property 
Taxes Taxes Tax 
On the basis  of the  above ana lys i s  i t  should be evi-
dent t h a t  i t  i s  not f e a s i b l e  t o  des ignate  p a r t i c u l a r  counties  
a s  having e i t h e r  I1high1' o r  ttlow" tax  burdens without specify-
ing the  t ax  measures used and the  s p e c i f i c  tax  o r  spectrum of 
taxes  being compared. 
I SUMMARY OF FINDINGS 

The major findings of the Colorado Tax Profile Study 

may be summarized as follows: 

1. During the past decade, Colorado state and local 

taxes increased by more than 140 percent and as such exceeded 

the rate of growth of both personal income and federal taxes 

for Colorado resident taxpayers. 

2. The total state-local tax bill on a collection ba- 

sis for fiscal year 1972 amounted to almost $1.2 billion. 

When added to the direct federal taxes paid by Coloradans, 

the combined tax burden was more than $2.5 billion, or one- 

fourth of the total personal income. 

3. State taxes alone amounted to $523 million or 48 

percent of the total state-local tax burden. Of these state 

taxes, two-thirds were levied directly on households and one- 

third on business. Quantitatively, the largest single state 

tax paid by individuals was the personal income tax, which 

accounted for 44 percent of the direct state levies. In con- 

trast, the corporation income tax represented less than 20 

percent of the state business taxes. 

4. Local taxes for the same fiscal year amounted to 

$574 million. More than one-half of the local taxes were im- 

posed directly on households, mainly in the form of residential 

property taxes estimated to have been $254 million. The most 

important single business tax on the local level was the non- 

residential property tax which amounted to $238 million. 





5. Coloradols combined state-local tax structure was 
regressive whether measured on the basis of adjusted gross or 
adjusted broad income. The latter concept, developed for pur- 
poses of this study, takes cognizance of non-taxable money 
income not included in adjusted gross income -- mainly money 
transfers for the lowest income class and non-taxable capital 
gains for the highest. On the adjusted gross income basis the 
total state-local tax burden for households in the lowest in- 
come category was twice as great as that for those in the 
highest category. However, the regressivity was significantly 
reduced when the burdens were expressed as percentages of ad- 
justed broad income -- 14.5 percent for taxpayers reporting 
incomes of less than $5,000and 10.7 percent for those with 
incomes of $25,000 or more. 
6. In contrast, $he state tax structure considered by 

itself roved to be a~~ro- or sli~htly 
~ro~ortional 

progressive de~endent upon the income measure used. On the 

adjusted gross income basis the state tax burden was regres- 
sive between the two lowest categories and then became suc- 
cessively progressive through the next four income classes. 
However, when based on adjusted broad income the total state 
tax burden (direct and indirect) was actually progressive --
ranging from 5.8 percent for taxpayers in the lowest category 

to 6.4 percent for those inthe highest. 

7. The general proportionality achieved in the di 

tribution of the overall state tax burden essentially reflect: 

a balancing of the state's major taxes since similar patterns 

were not evident for any of the specific taxes. The state in- 

dividual income tax was progressive throughout the entire 

range of income categories. On the adjusted gross income ba- 

sis, the relative income tax burden for households with in- 

comes under $5,000averaged less than one-fourth that of tax- 

payers with incomes of $25,000 or more; and on the adjusted 
-broad income basis it was less than one-sixth. Moreover, in 
terms of either income measure, the Colorado state income tax 
was approximately four-fifths as progressive as the federal 
income tax on Colorado residents. 
8. On the other hand, and notwithstanding the $7 per 
person food tax credit, the state retail sales tax proved to 
be highly regressive. On the adjusted gross income basis the 
relative sales tax burden was almost three times as heavy for 
the lowest income group as for the highest; and when measured 
against adjusted broad income it was about twice as great. 
The other major tax categories on the state level -- highway
user, cigarette, alcoholic beverages and business taxes --
also proved to be regressive. In brief, the magnitude and 

pronressivity of the state.income tax was large enounh to off- 

set the re~ressivity of aU.the other state taxes resulting in 

an overall ~ro~ortional 
s t a h tax structure. 
9. The local tax structure, accounting for more than 

one-half of the combined state-local tax burden, was highly 

regressive, primarily because of the overwhelming importance 
of the property tax on this level. As a percentage of ad- 
justed pross income the local tax burden for the lowest income 
class was almost 3 times larger than that for the highest. In 
the case of the residential bro~erty tax the disparity was 
even greater -- 6.2 percent compared with 2.0 percent. On the 
adjusted broad incane basis the regressivity of both the total 
local t a x x t h e  property tax burdens were somewhat smaller -- approximately twice as heavy for the lower income group as 
for the highest category. 
 I 
10. When the combined state-local tax burden was 

apportioned among Colorado households classified by size of 

family (one-person to five-or-more-person households) the tax 

distribution closely paralleled the income distribution. This 

neutrality of the Colorado tax structure was also evidenced 

by the fact that when tax burdens were measured in terms of 

adjusted gross income they were approximately uniform for all 

multi-person categories and relatively higher only for the 

single-person household. However, when the taxes were ex- 

pressed as a percentage of adjusted broad income even the 

variance between single and multi-person household categories 

was eliminated and the relative burdens ranged from 7.3 to 

7.7 percent. Thus the distribution of the combined state- 

local taxes levied directly on Colorado taxpayers -- the in- 
dividual income tax, retail sales tax, consumer excises and 
residential property tax -- worked out to be essentially neu- 
tral with regard to family size. 

11. Similarly, the regional tax profile indicates 

that the present state tax structure, particularly the per- 

sonal income tax, does not impose a disproportionate tax bur- 

den on the resident taxpayers of any large section of the 

state. But there were significant differences in hcal bur- 

dens, mainly reflecting a regional variance in residential 
-, FrontTheproperty tax burdens. 
 consisting of 

10 contiguous counties on the eastern slope of the continental 

divide, had 81 percent of the resident taxpa ers and accounted 

for almost 85 percent of the state ingome, 8t percent of the 

state taxes and 88 percent of the total local taxes. The 

F 2 made up of 18 agricultural counties, P-, 

represented 7 percent of the taxpayers but accounted for about 
5 percent of both the state income and state taxes, and 4 per-
cent of the local taxes. The Western Slope, representing the 

remaining 35 counties, had 12 percent of the taxpayers, 10 

percent of the income and state taxes, and 8 percent of the 

local taxes. Accordingly, the local tax burden was relative- 

ly high for the Front Range -- 4.1 percent compared with 3.1 
percent for the other two regions. On the other hand, the 
direct state tax burdens amounted to slightly less than 5 per-

cent and were approximately uniform for all three regions. 

12. Finally, the overall state tax structure also 
proved to be essentially neutral with regard to the relative 
burdens imposed on resident taxpayers in each of the nine 
most populous counties of the state -- all within the Front 
Range Region and together accounting for more than four-fifths 
of the state's population, income and taxes. The percentage 

distribution of the state tax burden among these counties 

closely corresponded with the distribution of income. How-

ever, a similar pattern did not hold for the local tax bur- 

den. In terms of average taxes per household, five counties 

-- Jefferson, Denver, Arapahoe, Boulder and El Paso -- all had 
state and local tax averages greater than the statewide aver- 

ages; whereas for the other four -- Pueblo, Adams, Weld and 
Larimer -- the average taxes were smaller. The greatest var- 
iation occurred in the residential property tax which ranged
from a high of 127 percent of the statewide average for Jef- 
ferson County to a low of 66 percent for Weld County. When 
the taxes were expressed as a percentage of income, the rela- 
tive state tax burdens again worked out to be highly uniform -- slightly less than 5 percent of adjusted gross income and 
slightly more than 4 percent of adjusted broad income in every 
one of the nine counties. In contrast, the relative burden of 
local taxes showed considerable variance whether based on ad- 
justed gross or adjusted broad income. Thus the uniformity of 
the state tax burdens for the counties once again reflects the 
progressivity of state income tax offsetting the regressivity 
of state sales and consumer excise taxes; while the marked 
differences in local tax burdens must be mainly attributed to 
the residential property taxes. 
APPENDICES 

DESCRIPTION OF CTPS METHODOLOGY USED FOR 

THE ALLOCATION OF STATE AND LOCAL TAXES 

The state and local government tax liabilities of Col- 
orado resident taxpayers for fiscal year 1972, used as the 
basis of the Colorado Tax Profile Study, were derived from an 
independent sample of state individual income tax returns and 
from state and local revenues reported on a collection basis 
by the Colorado Department of Revenue (Annual Re ort, 1971-
l972), the Colorado Division of Property ----7- Annual Re- Taxation 
ort, 1972) and the Colorado Division of Local Government 
h a 1 Government Financial Compendium, 1971). The officially 
reported data were adjusted for the inclusion of sundry non- 

tax revenues, non-allocable taxes, and state and local taxes 

paid by non-resident taxpayers, as well as for the exclusian 

of vendor discounts paid on sales, cigarette and motor fuel 

tax collections. The income tax data also were adjusted for 

the variance between tax collections and liabilities. 

Classification and Adjustment of State Taxes 

A summary of the adjustments made in state taxes for 

fiscal year 1972 and the allocation of state taxes between 

those levied on households (direct taxes) and those levied on 

business (indirect taxes) is shown in Table 1, this appendix. 

The base figure of $584.8 million reported as state net tax 

collections is exclusive of state hunting and fishing license 

fees and pari-mutuel taxes which represent the two major lev- 

ies not collected by the Department of ~evenue.1 The other 

non-tax revenues and non-allocable taxes collected and re-

ported by the Department of Revenue but excluded from the 

Colorado Tax Profile Study were: sales tax assessments, pen- 

alties and interest of $2.3 million; motor vehicle property

taxes (refunded to counties) of $0.2 million; other miscel- 

laneous receipts of $3.4 million; individual income surtax 

collections of $2.6 million; and inheritance and gift tax 

collections of $16.3 million. The foregoing excluded items 

amounted to $24.3 million, or 4.2 percent of the reported to- 

tal of state net tax collections. 

l1n fiscal year 1972 Colorado hunt-ing and fishing license fees 

amounted to $8.0 million and pari-mutuel taxes were $5.1 mil-

lion. U.S. Bureau of the Census, State Tax Collections in 

Series GF72-No. 1, Washington, D.C., December 1972, p. 

TABLE 1. SUMMARY OF COLORADO STATE TAXZS, 





Reported t o t a l  n e t  tax col lec t ionsa  
Adjustments : 
Non-tax revenues and nbn-allocable taxes 

Excess of income tax  co l l ec t ions  over l i a b i l i t i e s  

Non-resident tax co l l ec t ions  

Vendors discounts  on s a l e s  and excise taxes 

Tota l  Ad jwitmerits C. 
Total  s t a t e  taxes on colorado res iden t s  
, , 
Household taxes ( d i r e c t  t axes ) :  
Individual income 

Sales  and us 

Highway user  % 





Total  Direct  Taxes 
Business taxes ( i n d i r e c t  taxes) :  
Corporation inc om& 

Sales and use , 

Highway u s e d  

Other business taxese 

Total Ind$r tp t  Taxes 
aColorado Department of Revenue, Annual Report, 1971-1972, P. 22. 
t 
b ~ n c l u d e s  a l loca tqd f)9rtion of f u e l  taxes ,  motor vehic le  l i censes  
and opera to r ' s  fees ,  and s a f e t y  inspect ions  and o ther  motor ve- 
h i c l e  fees.  ' 
c ~ n c l u d e s  incbme tax on f iduc ia r i e s .  
addi t ion  t o  a l loca ted  portion of highway user  taxes l i s t e d  

above, includes speciak f u e l  and gross ton mile taxes.  

eIncludes insurance, f~anchise, severence, and a l l  o ther  regula- 
tory  and miscellaneous business taxes.  
In an expanding economy, income tax collections for any 

given fiscal year will exceed the actual income tax liability 

incurred on the previous year's income because of the with- 

holding taxes and declaration of estimated taxes which are col- 

lected on current sear income. On the basis of the Department 

of Revenue data, the net collections (individual, corpbration 

and fiduciary) for fiscal year 1972 amounted to $210 milhbon 

and the liabilities were only $186.4 million resulting in an 

excess of collections over liabilities of $23.6 million. Dur-

ing this period, the individual income tax liabilities, inclu- 

sive of surtax of $2.6 million and non-resident taxes of $1.0 

million, amounted to $153.1 million. On a comparable basis, 

the CTPS independent estimate of individual income tax liabil- 

ities was $157.2 million, or $4.1 million larger than the De- 

partment of Revenue estimate. Thus, the net adjustment for 

the excess of income tax collections over liabilities used in 

the CTPS analysis is $19.5 million, or $4.1 million less than 

that based on the Department of Revenue's liability figure. 

The overall adjustment for state taxes paid by non-res- 
idents in fiscal year 1972 amounted to $27.1 million, or 4.8 
percent of the reported total for state net tax collections. 




Non-Resident Taxes (000) 

Individual income tax $ 989 
Retail sales tax 15,000 
Motor fuel taxes 7,765 
Cigarette taxes 1,758 
Alcoholic beverage taxes 1,632 
The non-resident individual income tax was derived from the 

CTPS income tax analysis. The non-resident sales tax estimate 

was based on tourist and recreational spending information 

provided by the Travel Marketing Section of the Colorado Divi- 

sion of Commerce and Development and the Colorado Visitors 

Bureau. The ratio of non-resident sales tax collections to 

total net sales tax collections directly allocated to house- 

holds was used as the basis for estimating excise taxes on mo- 

tor fuel, cigarettes and alcoholic beverages purchased by non- 

residents in Colorado. 

The final adjustment made for purposes of resident tax 

burden analysis was the inclusion of vendor discounts on sales, 

motor fuel and cigarette taxes retained by merchants as com- 

pensation for their costs of tax collection. Although not in- 

cluded in either the gross or net taxes reported by the De- 

partment of Revenue in its Annual Re~ort, these discounts con- 

stitute part of the overall Colorado state tax burden. In 

fiscal year 1972, they amounted to $9.6 million, or almost two 

percent of the total state taxes levied that year. The dis-

counts in effect were: 3 1/3 percent on gross sales tax col- 

lections ($6.4 million); about 2 1/2 percent on gross motor 

fuel tax collections ($2.3 million); and 6 percent on gross 

cigarette tax collections ($0.9 million). 

On the basis of all of the above adjustments which 

amounted to $61.6 million, the total tax liabilities of Colo- 

rado resident taxpayers in fiscal year 1972 amounted to $523.1 

million, or 90 percent of the reported net state tax collec- 

tions. Table 2 shows the reconciliation of the Department of 





It will be noted (Table 1) that $321.9 million, or more 

than two-thirds of the estimated CTPS state taxes were classi- 

fied as household or direct taxes and $171.2 million were 

classified as business or indirect taxes. The latter, of 

course, are ultimately borne by individuals since such taxes 

either represent business costs that are reflected in market 

prices or decreases in after-tax profits, dividends or undis- 

tributed corporate earnings. For the purposes of this study, 

the individual income tax and the excises on cigarettes and 

alcoholic beverages (after adjustment for non-resident taxes) 

were treated as direct levies on Colorado resident households. 

The corporation income tax and insurance, gas and oil, sever- 

ance and all other franchise and regulatory business taxes were 

classified as indirect or business taxes. The remaining major 

state taxes -- the sales and use tax and the highway user 
taxes -- were apportioned between these two broad categories 
of tax revenues on the basis of information provided by the 

Research and Statistics Section of the Colorado Department of 

Revenue and Colorado business firms. The specific ratios used 

and the apportionment of state sales and use tax and highway

user taxes between households and business firms for fiscal 

year 1972 are shown in Table 3. 

It should be further noted that on the basis of the 

ratio method the total resident sales and use tax allocated to 
households amounted to $104.3 million. An independent check 
on this estimate was provided by the CTPS individual income 

tax analysis data which showed the combined state and local 

sales tax deductions taken against the 1972 incme tax and by 

-- 
TAnLf< 2 .  H E C O N C I L I A T I O N  OF OFFICIALLY REPORTED COLORADO 

STATE AND LOCAL TAXES WITH COLORADO TAX PROFILE STUDY TAXES, 





S t a t e  Income Tax 
Department of Revenue repor ted  n e t  t a x  c o l l e c t i o n s a  
Less: Excess of DOR c o l l e c t i o n s  over l i a b i l i t i e s  
DOH roported n e t  t a x  l i a b i l i t i e s  
Less: Corporation and f i d u c i a r y  t a x  l i a b i l i t i e s  
DOR repor ted  ind iv idua l  income t a x  l i a b i l i t i e s  
Less: Surtax c o l l e c t i o n s  
DOH repor ted  ind iv idua l  income normal t a x  
Less: CTPS non-resident  income taxes  
Plus:  CTPS computed t a x  l i a b i l i t y  d i f f e r e n c e  
CTPS ind iv idua l  income t a x  l i a b i l i t i e s  
Plus:  Corporation and f i d u c i a r y  t a x  l i a b i l i t i e s  
CTPS Tota l  Income Tax 
S t a t e  Sa les  and Use Tax 
Department of Revenue repor ted  n e t  s a l e s  and use 
t ax  c o l l e c t i o n s a  
Less: DOR r e ~ o r t e d  n e t  use t a x  
p e n a l t i e s  and i n t e r e s t  on s a l e s  t a x  c o l l e c t i o n s  

Net s a l e s  t a x  c o l l e c t i o n s  

Equal: DOR repor ted  n e t  s a l e s  t a x  by source 184,141 

Less: Reported food t a x  c r e d i t  -14.43 5 

Less: CTPS est imated non-resident  t a x  

Equal: Resident s a l e s  t a x  

Plus:  Net use t a x  

Resident n e t  s a l e s  and use  t a x  

Plus : Computed vendors d i scounts  

CTPS Tota l  S t a t e  S a l e s  and Use Tax 
Local Sa l e s  and Use Tax 
Divis ion of Local Government repor ted  taxesb  
Ci ty  of Denver s a l e s  t a x  
Other municipal s a l e s  t axes  
County s a l e s  t axes  
Tota l  reported l o c a l  s a l e s  t axes  
Less: CTPS est imated non-resident  t a x  
Plus:  Computed vendor d i scounts  
CTPS Tota l  Local Sa l e s  and Use Tax 
Amount 
(OO( 
S t a t e  Highway User Taxes 
Department of Revenue reported n e t  co l l ec t ionsa  
Motor and s p e c i a l  f u e l  taxes 
Motor vehic le  l i censes  and opera tors  f ees  
Ton mile tax  and o t h e r  motor vehic le  f ees  
Total  reported highway user  taxes 
Less: CTPS estimated non-resident motor f u e l  tax 
Plus: Computed vendors discount 
CTPS Total  Highway User Tax 
S t a t e  C i ~ a r e t t e  Taxes 
Department of Revenue reported n e t  co l l ec t ionsb  
Less: CTPS estimated non-resident t a x  
Plus: Computed vendors discount 
CTPS Total S t a t e  Cigare t te  Tax 
Local Cigare t te  Taxes 
Divis ion of Local Government reported taxesb 
City of Denver c i g a r e t t e  taxes  
Other municipal c i g a r e t t e  taxes 
Total  reported l o c a l  c i g a r e t t e  taxes 
Less: CTPS estimated non-resident t a x  
Plus: Computed vendor discounts  
CTPS Total  Local Cigare t te  Tax 
S t a t e  Alcoholic Beverane Taxes 
Department of Revenue reported n e t  co l l ec t ionsa  

Less: CTPS estimated non-resident t a x  

CTPS Total Alcoholic Beverage Tax 
a ~ o l o r a d o  Department of Revenue, R f 3 ~ 0 r t .  1971-1972. 
b ~ o l o r a d o  Division of Local Government, Local Government Financial  Com- 
pendium. 1971. 
APPENDIX A 
TABLE 3. APPORTIONMENT OF COLORADO STATE SALES AND 

HIGHWAY USER TAXES BETWEEN HOUSEHOLDS AND BUSINESS, 





Households Dollar Amounts (000)

to Business Tot a1 Households Business 

A. Sales and Use Taxes: 

Food, eating & drinking places, 
apparel, furn. appliances
General merchandjse, autos, 
auto parts & dccessories 
Miscellaneous retail trade 
Personal and custodial services 
Communication, elec. gas,
transportation utjlities 
Building materiais, hardware & 
farm equipment 
Agr., mining, constr., mfg., 
whsle trade, bus. serv., NCE 
Net Sales Tax 
Less: 
Food tax credit 
Non-resident sales tax 
Plus: 
Net use tax 
Vendor discounts 
Total Resident Sales and Use Tax 59/41 

B. Highway User Taxes: 

Motor fuel taxes 80/20 46 79,555 
Motor veh. & operators
licenses & other fees 70130 15,811 
Special fuel & ton-mile taxes 
Total reported hwy. user taxes $M 
Less: 
Non-resident motor fuel taxes 100/0 -7,765 
Plus: 
Vendor discounts on motor f'uel 80/20 2,141 
Vendor discounts on spec. fuel 0/100 
Total Resident Highway User Taxes 63/37
 $= 

the local sales tax collections reported by the Colorado Di- 
vision of Local Government. On the basis of theso data the 
total resident sales and use tax for fiscal year 1972 amounted 
to $103.8 million, derived as follows: 
Combined state and local resident 
deductions based on CTPS income 
sales tax 
tax analysis 
Less: Local sales tax allocated to households 
(total local tax of $72.0 million x 
household allocation factor of .586) 
State share of combined state/local sales tax 
Less: State food tax credit 
Total Resident State Sales and Use Tax 
Classification and Adjustment of Local Taxes 
For the purposes of the Colorado Tax Profile Study, the 
tax collections of local governments were treated in a manner 
similar to that described above for adjusting and allocating 
state taxes. Colorado local governments generally operate on 
a calendar year basis and the most recent data available on a 
uniform statewide basis were for calendar year 1971 which 
overlaps fiscal year 1972 by six months. In consideration of 
the relative importance of the propepty tax component in the 
total local tax picture and the fact that such taxes were 
paid in 1972, the reported data were used as the base for lo- 
cal taxes for fiscal year 1972. A summary of the adjustments 
made to these levies and their apportionment between house- 
holds and business are shown in Table 4. 
The total reported local taxes for fiscal year 1972 
amounted to $587.2 million, of which $492.0 million or almost 
84 percent of the total was local property tax, and only $95.2 
million represented all other local levies (sales, cigarette, 
utility, franchise and other regulatory business taxes). The 
adjustments made for non-allocable taxes, non-resident tax 
collections and vendor discounts amounted to $13.1 million. 
Thus, on an adjusted basis the total local tax on Colorado 
residents amounted to $574.1 million or almost 10 percent 
more than the total state tax burden. The reconciliation of 
the reported local tax collections with the adjusted amounts 
used for the CTPS analysis is shown in Table 2. 
APPENDIX A 

TABLE 4. SUMMARY OF COLORADO LOCAL .TAXES, 







Property tax collectionsa 

Non-property tax collectionsb 






Non-resident sales and excise tax collections 





Total local taxes on Colorado residents 

Household taxes (direct taxes) : 
Residential property 





Total direct taxes 





Sales and use 

Other business taxesd 

Total indirect taxes 

a~olorado Division of Property Taxation, 2nd Annual Report, 
1972,P. 10. 
b~olorado Division of Local Government, Local Government Fi- 
nancial Com~endium.197A. 
'city of Denver occupation tax collections for 1971. 
d~ncludes local utility and franchise taxes. 
The specific adjustments made in local taxes for the 

CTPS study were as follows: the exclusion of $9.2 million of 

Denver city occupation taxes since these levies could not be 

allocated among taxpayers by either income classes or house- 

hold size; the exclusion of $6.1 million of non-resident sales 

and cigarette taxes based on the estimated method used for 

computing non-resident state taxes; and the addition of $2.2 

million of vendor discounts on local sales and cigarette taxes 

not reported in the Financial Com~endium of the Colorado Divi- 

sion of Local Government,.' The specific discounts used for 

local taxes were: 2 percent on Denver sales tax collections; 

an average of 3 1/3 percent on the total of all other munici- 

pal and county gross sales tax collections; 6 percent on Den- 

ver gross cigarette tax collections; and an average of 9 per-





The adjusted local tax total of $574.1 million also was 

allocated between households and business firms -- $299.0 mil- 
lion as direct taxes and $274.1 million as indirect taxes. 

Cigarette taxes were classified as direct levies; all utility, 

franchise and regulatory taxes as indirect. However, the two 

major sources of local tax revenues -- property and sales 
taxes -- had to be separately apportioned between households 
and business. The local sales tax was apportioned on the ba- 
sis of the ratios described above for allocating the state 

sales and use taxes. 

The property tax allocation was based on an imputation

method which assumed that property taxes on renter-occupied 

housing units are shifted forward and that such average taxes 

approximate, but are smaller than, those on owner-occupied 

units of families of comparable income and household size. The 

CTPS individual income tax analysis provided average household 
real estate tax deductions on itemized returns classified by
adjusted gross income and by size of household. As expected, 
the ratio of taxpayers reporting such deductions to the total 
number of taxpayers in each income stratum varied directly 
and significantly with the level of income -- from five per- 
cent for those with an adjusted gross income of less than 

$5,000to 87 percent for those with incomes of $25,000 or more. 

For the four highest income strata (adjusted gross incomes of 

$5,000or more), the average real estate tax deductions re- 

ported on the itemized returns, adjusted for a consumer pref- 

erence factor, were then imputed as the residential property 

tax burden for taxpayers of comparable income and household 

size who filed non-itemized income tax returns. However for 

households in the lowest income stratum, the above methoa of 

estimating residential property taxes could not be used be- 

cause of the relatively small number and low sampling relia- 

bility of itemized returns with real estate tax deductions. 

Instead, residential property taxes for this income 
category were estimated on the basis of a computed ratio of 
real estate taxes to non-taxable housing expenditures (i.e., 
not subject to sales tax) derived from the U.S. Bureau of 
Labor Statistics, Survey of Consumer Ex~enditures, 1961, ad- 
justed to a 1971 basis for this study. Table 5 shows the 
derivation by income class of the residential portion of the 
total property tax. Based on the above methodology, it was 
estimated that Colorado residential property taxes for fiscal 
year 1972 amounted to $254.2 million, or 51.7 percent of the 
total property tax reported for that year. 
An independent check on this estimate was made by com- 
puting the residential tax on the basis of detailed county 
property tax data reported in the 2nd Annual Re~ort of the 
Colorado Division of Property Taxatim. A residential-to- 
total property tax assessment ratio was calculated for each 
county and applied to the reported tax revenues of the respec- 
tive counties. However, the Property Tax Division's classifi- 
cation of residential property is limited to housing structures 
with three or less units. In order to include all multi-unit 
housing the county tax data were adjusted on the basis of the 
1970 Census enumeration of housing which provides a count of 
all residential structures in each county, classified by num- 
ber of units.2 Computed by the above methodology, the Colo- 
rado total residential property tax for fiscal 1972 amounted 
to $259.6 million, or only two percent more than the CTPS es- 
timate of $254.2 million based on the individual income tax 
data developed for this study. More strikingly, the residen- 
tial property tax estimate derived from the Division of Prop- 
erty Taxation county data works out to be 52.8 percent of the 
reported total property tax, whereas the CTPS estimate 
amounted to 51.7 percent. 
Allocation of Taxes for Burden Analysis 
The allocations of individual state- and local taxes by 
income class, size of household, regions and counties were 
made on the following basis: 
Individual income tax -- allocation obtained direct- 
ly fromthe CTPS independent computer analysis of a stratified, 
random sample of 1971 Colorado individual income tax returns 
filed in 1972. A description of the sample and its statis- 
tical reliability is presented in Appendix C. 
z ~ . ~ .  Bureau of the Census, 1970 Census of Housing, Detailed 
Housing Characteristics for Colorado, U.S. Government Print- 
ing Office, Washington, D.C., 1972. 
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TABLE 5. DERIVATION OF COLORADO RESIDENTIAL PROPERTY T m ,  

FISCAL YEAR 1972 

Adjusted Gross Income Classes 
Under $5,000 $10,000 $15,000 $25,000 
$5,000 to $10,000 to  $15,000 to  $25,000 and Over Total 
Total number of taxpayer returns 315,498 222,596 162,480 99,741 28,952 829,267 
Percent of t o t a l  with r e a l  e s ta te  tax 
deductions on itemized re turns 5-2 34.5 63.8 80.2 87.0 34.6 
Average property tax on itemized returns 
I 
3 with r e a l  e s ta te  tax deductionsa -- 354 423 $ 539 $ 880 $ 477 
1 
Average property tr imputed t o  non- 
itemized returns $ 136 $ 293 $ 345 $ 470 $ 738 $ 217 
Total property taxes (thousands of dol lars  : 
On itemized returns $ -- $27,182 @+3,779 $43,075 $22,169 $136,205
On non-itemized returns 42.895 42.750 20.310 9.296 2,779 118,030 
Total Residential Tax 4642,895 969,932 $64,089 $52,371 $24,948 8254,235 
a A l l  x t u r n s  i n  the f i r s t  incone stratum were treated as  con-itenized returns because of the re la t ive ly  small num- 
ber and low sampling r e l i a b i l i t y  of the itemized returns with property tax deductions. 
b ~ h e  imputed average tax for  the f i r s t  income stratum was based on housing expenditure ra t ios  derived from U.S. 
Bureau of Labor S t a t i s t i c s ,  Survey of Consumer Quenditures, 1961, adjusted to  1971 for CTPS analysis.  
'product of the number of returns and average taxes may not  equal respective to ta l s  because of rounding average 
taxes to  even dollars .  
0 Sales and use taxes -- the direct portions of state 
and local sales and use taxes were allocated on the basis of 
ratios of taxable consumer expenditures to adjusted gross in- 
come developed from U,S, Bureau of Labor Statistics, Survey 
~f Co~wner Expenditures, adjusted to a 1971 basis for pur- 
poses of the CTPS analysis. The indirect portions of these 
taxes were allocated by use of total consumer expenditure ra- 
tios since such taxes represent business costs assumed to have 
been shifted to the consumer through market prices. 
e Excise taxes -- the cigarette, alcoholic beverage 
and the direct portions of highway user taxes also were allo- 
cated on the basis of Survey of Consumer Expenditure data. 
Ratios of consumer expenditures for these particular items to 
adjusted gross income were developed and applied to the CTPS 
tax data. The indirect portion of the highway user taxes was 
allocated on the basis of total consumer expenditure ratios. 
Property taxes -- the allocations of residential 
property taxes by income classes, size of household, regions 
and counties were based on the CTPS independent individual 
income tax analysis which provided detailed data on the num- 
ber and amount of real estate tax deductions reported on 
itemized returns. Non-residential property taxes were allo- 
cated on the same basis as other business taxes, i.e., the 
ratios of total consumer expenditures to adjusted gross in- 
come. 
Corporation income tax -- one-half of this tax was 
assumed to be shifted forward to consumers and allocated on 
the same basis as the other indirect taxes described above. 
The remainder was assumed to be borne by equity stockholders 
and allocated on the basis of the distribution of corporate 
dividends by adjusted gross income classes as reported by the 
Internal Revenue Service in the Statistics of Income, Indi- 
vidual Income Tax Returns, 1970. 
Other business taxes -- this category includes in- 
surance, severance, oil and gas, utility, franchise and all 
other regulatory and miscellaneous business taxes. These 
levies, as in the case of all other business costs, were as- 
sumed to be indirectly borne by households and accordingly 
were allocated on the basis of the ratios of total consump- 
tion expenditures to income. 
It should be noted that the analyses of tax burdens by 
size of household, region and counties were limited to direct 
taxes -- individual income, sales, excise and residential 
property taxes. The allocations by size of households were 
based on ratios of consumer taxable expenditures to income 
derived from the Survey of Consumer Expenditure data developed 
for this study. The regional and county allocations were made 
on the basis of the CTPS independent income tax analysis data. 
Income Measures for Tax Burden Analysis 

It is generally recognized that the adjusted gross in-
come reported on tax returns is not an adequate measure of in- 
come for tax burden analysis because of important difference~ 
between economic and legal or statutory definitions of income. 
The latter excludes various forms of money income which are 
considered to be primarily transfer payments, such as public
and private welfare payments, social security payments, unem- 
ployment compensation, and portions of private pensions and 
retirement income. In contrast, the economic concept of in- 
come (e. ., the personal income measure in the national income 
accountsk, in addition to transfer payments, includes sundry 
forms of imputed income, such as imputed rental income on 
owner-occupied residences, imputed interest on insurance and 
savings, and employer contributions to pension funds. The 
magnitude of the difference between these income concepts on a 
national basis, for example, is shown by the fact that the to- 
tal adjusted gross income re orted on federal income tax re- 
turns represents only about b0 percent of the total personal 
income computed on a national income accounts basis.3 
Intermediate measures of income also have been devel- 

oped in the form of money income, either before or after tax, 

as reported by respondents to sample surveys conducted by the 

Bureau of the Census and other governmental agencies. Such 

money income measures basically are in accord with the popular 

concept of income since they generally exclude imputed income 

but include the major types of non-taxable money transfers. 

In order to obtain an alternative measure which would 

more closely correspond to the conventional concept of income 

and provide a broader base than the adjusted gross income re- 

ported on Colorado income tax returns, an adjusted broad income 

measure was developed for the purposes of this study. This 

income measure was based on a recent study by Projector and 

~retz4 which contains detailed household money transfer income 

classified by Census money income levels. Ratios of transfer 

income to adjusted gross income were derived from these data 

35. A. Pechman, Federal Tax Policx, W. W. Norton and Company,

New York, 1971, pp. 272-274. 

4~.S. Projector and J. S. Bretz, I1Measurement of Transfer In- 

come in the Current Population Survey," (an unpublished paper 

prepared for the Conference on Research in Income and Wealth 

of the National Bureau of Economic Research, 1972). 

by first converting the Census money income into corresponding 

adjusted gross income classes, and then computing a money 

transfer income ratio on this basfs. In turn, by relating 

these ratios to the absolute levels of adjusted gross income, 

it was possible to derive ratios which conformed to the appro- 

priate levels of CTPS adjusted gross income. 

In addition to the above money transfer income adjust- 
ment, the CTPS adjusted broad income measure includes an es- 
timate of the capital gains income statutorily excluded from 
reported adjusted gross income. A n  estimate of such income 
was obtained by computing the ratios of excluded capital gains 
to adjusted gross income by income classes as reporte in the 
Internal Revenue Service, Statistics of Income. 1970.9 These 
ratios were than applied to the CTPS averages of adjusted 
gross income reported on Colorado individual income tax returns 
for fiscal year 1972. In addition to providing a broad income 
measure for the analysis of tax burdens by income strata, the 
CTPS expansion ratios were used to obtain adjusted broad in- 
come for estimating relative tax burdens by size of households, 
regions and major counties. Table 6 is a summary of the final 
adjustments made to the CTPS adjusted gross income in order to 
derive the corresponding adjusted broad income used as the al- 
ternative base for the tax burden analyses. 
The Consumer Expenditure Profile 

In a~der to allocate to Colorado resident taxpayers 

state and local expenditure taxes such as those on retail sales, 

cigarettes, liquor and gasoline as well as business taxes 

shifted forward to consumers, it was necessary to develop an 

appropriate consumer expenditure pattern for Colorado house- 

holds, classified by income level and family size. A review 

of the economic literature published during the past two dec- 

ades on consumer behavior and finances reveals that the most 

recent and comprehensive empirical study of actual spending 

patterns of households was the Survey of Consumer Ex~enditures 

conducteg in the early 1960's by the U.S. Bureau of Labor Sta- 

tistics. The detailed household expenditure and income data 

for the western states contained in this study were used for 

the CTPS tax burden analysis after the income measures were 

made comparable and the expenditure outlays were adjusted for 

price level changes of the past decade. 

5Internal Revenue Service, Statistics of Income--1970, Indi- 

vidual Income Tax Returns, Washington, D.C., 1972. 

6 ~ . ~ . 
Bureau of Labor Statistics, Survey of Consumer Ex~endi- 

t es: 1960- (Detail of Expenditures and Income in the 
, Washington, DOC., 1964. 
APPENDIX A 
TABLE 6. DERIVATION OF ADJUSTED BROAD INCOME FROM 

ADJUSTED GROSS INCOME DEVELOPED FOR THE 

C O L ~ PROFILE STUDY. 
TAX 
FISCAL YEAR 1972 
000 (D) 0 
Average Ratio of :  Average 
Adjusted CTPS Excluded Transfer  Income Adjusted 
Gross AdJusted Capital Income Expans ion  Broad 
Income Gross Gains t o  t o  Factor  Income 
Classes Income AG I A G I  (l+B+C) (A x D) 
Under $5,000 $ 2,338 .Ol6O .6400 1.6560 $ 3,872 
$5,000 t o  $10,000 7,539 .0080 .0940 1. 1020 8,308 
$10,000 t o  $15,000 12,296 00075 .&90 1.0565 12,990 
$15,000 t o  $25,000 18,546 00155 .O36O 1.0515 19,501 
$25,000 and over  43,155 .lo86 .0240 1.1326 48,877 
The price adjustments were made by applying individual 

inflation factors derived from the BLS Consumer Price Index to 

each corresponding category of consumption expenditures. An 

alternative method would have been to uniformly apply an over- 

all price level inflation factor based on the CPI "all items'' 

index to all of the specific categories of expenditures. How-

ever, the method used for the CTPS analysis accounts for rel- 

ative price changes as well as for the overall general infla- 

tion and implicitly assumes that consumer preferences remained 

unchanged other than for random shifts. In contrast, the al- 

ternative method does not account for relative price 

and therefore implicitly assumes that consumers have altere 
chan8e 

the product-mix of their expenditure patterns. Also, the BLS- 

SCE income classes were based on average "money income after 

tax'' and therefore these data were first converted to an ad- 

justed gross income basis and then income classes were devel- 

oped which correspond to those used in the CTPS study. 

On the basis of the definitions of taxable commodities 

under Colorado's present sales and excise tax laws, the BLS-SCE 

detailed consumer expenditures, adjusted for inflation, were 

classified into taxable and non-taxable categories. These data 

were used to derive ratios of total consumer expenditures and 

taxable consumer expenditures to adjusted gross income. In 

turn, the ratios were applied to the 1971 average adjusted 

gross income of Colorado taxpayers, classified by income level 

and size of family, in order to obtain the current pattern of 

consumer expenditures of Colorado households. The specific 

consumer expenditure-income ratios, classified by income and 
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DZTAILED ANALYSIS OF COLOHADO 

INDIVIDUAL INCOME TAX RETURNS 

The following set of tables shows the distribution of 
the 1971 individual income tax returns filed in fiscal year 
1972 on both a nine income and five income basis. The spe- 
cific tables are listed below: , 
TABLE 

1 Returns Classified by Tax Status 

2 Returns Classified by Type of Return 

3 Returns Classified by Filing Status 

4 Returns Classified by Residency 

5 Returns Classified by Tax Class 

6 Returns Classified by Type of Exemption 

7 Returns Classified by Itemized Deductions 

8 Returns Classified by Source of Income 

9 Returns Classified by Size of Household 

10 Returns Classified by Major Region 

11 Returns Classified by Major Counties 





COLORADO STATE INDIVIDUAL INCOHE TAX REX'URNS, 
CLASSIFIED BY TAX STATUS, 










Total  Non-Taxable 
Number Adjusted 
of Cross 
Re turns Income 
Total  Taxable 
Number Adjusted 
of Gross 









A. Dollar Amounts ( i n  Thousands) and Number of Returns: 
B. Percentage Distr ibution:  
under $3 ,000 
B3,000 t o  95,000 
$5,000 to  My000 
58,000 t o  S109000 
$I.O.OOO to $15.000 
APPENDIX B 
TABLE 2. COLORADO STATE INDIVIDUAL INCOME ?AX RETURNS, 
CLASSIFIED BY TYPE OF RETURN, 
FISCAL YEAR 1972 
Table Returnsa Standard Ret-z-ns Itemized Returns 

Number Adjusted Number Adjusted Number Adjusted 

Adjusted Gross of Gross Normal of Gross Normal af Cross Normal 

Income Classes Returns Income Tax Returns Inc m e  Tax Returns Income Tax 





$3,000 to s 000 

I5,000 to d:m 

$8,000 to $10,000 

510,000 to $15,000 

$15,000 to $25,000 

325,000 to 850,004 

$50,000 to il100,000 





B. Percentage Distribution: 

$50 ;000to $100 ;000 









COLORADO STATE INDIVIDUAL INCOME TAX .9,3lTWS, 
CLASSIFIED BY FILING STATUS, 






Re turns  

















~ Q r r i e d - S e ~ a r a t eReturns 
Number Adjusted 
of Gross Xonnal 
aeturns Income Tax 
A. hllar Amounts ( i n  Thousands) and Number of Returr?s: 
I 
P 




- - < , - .  
t o  $50,000 



















B. Percentage Dis t r ibut ion:  
under $3,000 
$3,000 t o  S ,000IS5,000 to  % ,000 
a , 0 0 0  t o  310,000 
510,000 t o  315,000 
315,000 t o  $25,000 
i25,000 t o  850,GOO 
$50,000 t o  3i00,OOO 
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TABLE 5. COLORADO STATE INDIVIDUAL INCOME TAX RETURNS, 

CLASSIFIED BY TAX CLASS, 

FISCAL YEAR 1972 

Number Adjusted Net 
of Gross Tassh!.,? TT -,.. +....- 1 J 9 
Tax Class Returns Income Income Tax 

A. Dollar Amounts (in Thousands) and Number of Returns: 

$0 1~75,119~ 317,578 1,180a --
$1 to $49 129,675 484,998 127,994 3,007 
$50 to $149 217,803 1,578,191 708,464 20,914 

$150 to $299 165,893 1,904,961 1,005,236 35,473 

$300 to $499 79,963 1,304,280 752,102 30,430 

$500 and over 61,333 1,910,662 1,121,762 64,777 

Total 829,786 7,500,670 3,716,743 154,601 





$1 to $49 

850 to $149 

$150 to $299 

96300 to $497 





a~iffers from total number of non-taxable returns in Table I 

by those returns which had a positive net taxable income 

but no normal tax liability. 

TAaLE 6 .  COLOFUDO STAT3 IXDIVIDUAL INCOME TAX .XTLRVS, 

CLASSIFIED BY TYPE OF XZMPTION~ 

FISCAL YEAR 1372 

Normal Exem~tions Extra Exeeationsa "tal L ~ e m t i o n s  
Amber Total Average Xumber Total dvsrage Xmcer Totai Average 
Adjusted Cross o f Zxemp- Exemp- of 7xemp- Zxemp- of Zxemp- Exemp-
Income Classes R e  turns t ions  t ions Re turns t i m s  t ions  ile t u n s  t i s c s  t i ocs  
under $3,000 

$3,000 t o  $5,000 

$5,000 t o  38,000 

3 , 3 0 0  t o  ri10,OOO 

310,000 t o  515,000 

S15,000 t o  $25,000 

$25,000 to  b50,000 

350,000 t o  $100,000 

$100,000 and over 
Total 
a ~ o raged, blind and retarded children. 

APPENDIX B 
TABLE 7-3. COLORADO STATS INDIVIDUAL ?XCOME 
CJASS IFIED BY ITJXCZED DEDUCTIONS,




















A. Number of Returns: 
under $3,000 
$3,000to 85,000
$5,000 to  38,000
s . 0 0 0  to  s10.000 
$l0;000 to  315;000 
$15,000 t o  $25,000 
$25,000 t o  $50,000 
$5O,W t o  $100,000 
$100,000 and over 
Total 385,248 315,409 357,655 302,087 379,275 368 ,566 
B. Itemized Returns as  a Percent of Total Returns: 
under $3,000 
33,000tO $5,000
$5,000 t o  @,000 
58,000 to $10,000
310,000 to $15,000 
$15,000 t o  $25,000 
$25,000 t o  $50,000
$50,000 to  $100,000 
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TABLE 8. COLORADO STATZ INDIVIDUAL INCOME TAX FETC'PJS, 
CLASSIFIED BY SOURCE OF INCONE, 
FISCAL YEAR 1972 
Primary Waae 1ncomea Primary ?!on-Sane 1ncomeb 
Number Adjusted Number Ad jcsted 
Adjusted Cross of Gross Normal Tax of Cross Normal Tax 
Income Classes Returns Incone T a x  Burden Re turns Incone Tax h r d e n  
A. Dollar Amounts ( i n  Thousands) and llumber of Returns: 
under 87.000 
350;000 t o  $100;000 
t-' 
I 
3100,000 and over 
0 
-I 
I Total  
B. Percentage Distr ibntion:  
under $3,000 

~ 3 , 0 0 0  t o  $5,000 

$5.000 t o  H.000 

$l5;000 t o  325;000 

525,000 t o  S50,0W 

$50,000 t o  31r3,000 

3100,000 and over 
Total 
%age income was 50 percent o r  more of reported adjusted gross income. 
b~on-wage income ( i n t e r e s t ,  r en t s ,  roya l t i e s ,  c a p i t a l  gains,  dividends, proprietorship and partnership net  income) was 50 
percent o r  more of reported adjusted gross income. 
'UBLB 9.  COLORlDO STATE IKDIVTDUAL U.COH7i W iUCIJRH.5, 
CUSSIFXED BT SIZE OF EODsiXO@, 
FISCAL FA9 1972 







T a r  
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Return. Inco~e  
lorzal  
Tax 
3 v e  ~LEQLL? Persons
!iaber  Ad2usfel 
of k o s s  S o _ d  








A. Dollar Amounts ( in  Thousands) and Number of Returru: 
underC5.W 
S5.oootOQosCCC' 
s10,000 to $15,000 
$15,000toK5,M)O 

















2 , 3 h  
22,962 


































































U , l U  
31,718 












B. Percentage Distribution: 
under $5,000 
i5.000 to Sl0,aOO 
510,X€1 to $15,000 
S15.000 to f25.003 




































































































'~ased ~n number of noma1 usmptions. 
TABIS 10. 
APPENDIX B 
COLORADO S T A T 3  RESIDENT INDIVIDUAL INCOME TAX RERETURNS,
CLASSIFID BY MAJOR REGIONS, 
FISCAL Y"& 1972 
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A. Dollar Amounts ( i n  Thousands) and Number of Returns: 
under $5,000 
$5,000 t o  $10,000 
S10,000to315,000 
815,000 to  925,000 




























































1 , 9 6 7 , W  
1,!3;,492







$5,000 t o  $10,000 
i 1 0 , 0 0 0 t o ~ 1 5 , 0 0 0  
$15,000 t o  $25,000 
525,000 and over 
Total 
45.4 15.6 7.5 
31.4 32.3 22.2 
14.5 22.4 
23-9 22.36.5 16.2
2 . 2 - 2 5 . 6  














































TAB= u. COLORAW STATE m s m m  IND~VIDUAL NCOIIZ 
CMSIFIZD BY w o a  COON TI^^, 
FISCAL YEBR 1972 
T ~ Imms, 
Aa:.:sted Gross 
L.C C S - 7- C l a s s e s  
?lumber 
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Tax 




















R e t - m s  
3o.aller 
ZJ.:ste?iGrass 
k c m e  
Yarndl 




R ? t 7 u n s  
Het ro~o; i t2n  Area 
AC2.x tei 
k c s s  ::cr-a1 
h c o a e  :ex 
A. Dollar Amounts ( i n  Thousands) and Number of Returns: 
under 35,300 
55 ,000 to310 ,000  
U 0 , m  t o  i l 5 , W  
i l j ,00G to  325,000 
S;5,C00 and over 
















































































155,959 3@+,2'+2 3,1j1 
l l , i l j  395,6;8 1 3 , 5 2 Z  
1 0 ~ , 9 5 5  1,252,995 22,719 
70,237 1,305,171 31,?SC 
70.290 977.156 33,217 
M j , j *  4,695.209 l21936? 
8. Percentage Dis t r ibut ion:  
una?.- S 5 . w  
S5,GGC t o  i 1 0 , W  
i10,000 t o  i15,000 
$15,000 t o  s 2 5 , ~ 0  





































40.8 7.5 2.3 
19.9 15.4 10.0 
16.9 20.9 17.0 
16.8 31.8 34.8 
3 -


















35.6 3 . 5 4 . 7  
22.2 17.3 12.4 
21.6 27.2 23.2 
15.5 31.2 35.9 
4 . 5 -
130.0 100.0 100.0 
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A. h l l a r  Anounts ( i n  Thousands) and Number a f  S e m s :  
2 2 e r  $5,000 
$5,000 t o  810,000 
810,000 t o  815,000 
$15.000 t o  U5.000 
U5.000 and over 
8.  Percentage Ms t r ibu t ion :  
under $5,000 
15,000 to  $10,000 
810,000 t o  $15.000 
Sl5,OCO to $25,000 







3.8 43.3 U.2 
15.5 29.6 29.5 
22.3 20.1 32.2 
35.9 5.3 13.3 
a x A i 3  
100.0 1DO.O 100.0 

APPEITDLX B 
TABLE 12. Continued 
Cit ies  with oonulation Ci t i es  with nonulation A l l  other areas with oon-
Boulder of 25.000 t o  %0.000~ of-10.000 t b  25.000~ ulat ion of l e s s  than b'003 Statea 
Number Adjusted Number Adjusted Number Adjusted Nmber Adjusted Number Adj!lsted 
Adjusted Gross of Gross Normal of  Gross Normal of Gross Normal of Gross Norm1 of Gross Normal 
IncomeClasses Returns Income Tax Returns Income Tax Returns h c m e  Tax Returns Incoae Tax Retu--us Income Tax 
A. Dollar Amounts ( in  Thousands) and Number of R a m s :  
Total 
B. Percentage Distribution: 
Total 
' ~ o t a l s  f o r  the City and County of Denver are  not iden t ica l ,  and the s t a t e  t o t a l  fo r  c i t i e s  does not equal the s ta te  t o t a l s  by region and counties due to 
taxpayer address* e r rors  vhich involved l e s s  than 1/10 of one percent of the t o t a l  returns. 
bIncludes : Arvada, hglevood, Fort Collins, Greeley, L i t t l e ton ,  North Glenn, '+heat Ridge, and %estmins te r .  
Chc ludes :  Commerce City, Derby, h rango ,  Grand Junction, Longmont, Loveland, Ster l ing,  and Thornton. 
APPENDIX C 
DESCRIPTION AND LIMITATIONS OF 

STATISTICAL SAMPLE OF 

COLORADO INDIVIDUAL INCOME TAX RETURNS 

An important element of the Colorado Tax Prof i le  Study 
(CTPS) was the sampling of the  1971 Colorado individual income 
tax returns f i l e d  i n  1972. This appendix describes the pro- 
cedures followed i n  t h i s  sampling program and comments on the 
degree of r e l i a b i l i t y  of the resul t ing data. But it should be 
noted t h a t  income tax data as extensive a s  t h a t  required f o r  
the CTPS analysis could be obtained only on a sample basis i f  
the data were to be reasonably current and the study completed 
within the prescribed time l imi ts .  On t h e  basis  of accepted 
s t a t i s t i c a l  principles the sample was designed t o  achieve a 
high degree of sampling r e l i a b i l i t y  a t  minimum cost. 
The Sample 
The sample frame or  universe consisted of 976,538 in- 
come tax returns f i l e d  and on the records of the  Revenue De- 
partment i n  ear ly  1973 a t  the time the sample was designed. 
According t o  Revenue Department data,  these re turns  represented 
$7,333.8 mill ion i n  adjusted gross income and $150.5 mill ion 
i n  normal tax l i a b i l i t i e s .  
To meet the  data needs of t h e  CTPS, a repl icated s t r a -  
t i f i e d  random sample consisting of nine income s t r a t a  and 
cal l ing f o r  a t o t a l  sample of approximately 7,700 usable sam-
ple  returns was designed. A complicating fac tor  i n  designing 
the sample, and one of the  major reasons fo r  the survey of tax 
re turns ,  was the need for  incme and tax data on a tthousehold" 
ra ther  than on a t t re turnl l  basis.  Current reports  by the Rev- 
enue Department a re  on a re turn basis ;  no published data were 
avai lable  on a household basis because the Colorado income tax 
does not have a I tspl i t  income" provision for  married taxpayers 
such as provided under the federa l  income tax. A s  a r e s u l t  
more than 31 percent of the  s t a t e  income tax returns f i l e d  i n  
1972 were ltmarried-separatell re turns ,  t h a t  i s ,  the husband and 
wife each f i l e d  a separate re turn  on the respective shares of 
t h e i r  combined income. For the  purposes of t h i s  study the 
llmarried-separatett returns of a husband and wife were merged 
and t reated as a s ingle  re turn  i n  order t o  place the income 
and taxes of res ident  households on a comparable basis.  As a 
r e s u l t  of the merging of the  "married-separatett re turns  the 
or ig ina l  sample was reduced t o  6,442 on a household basis.  
Table 1 presents the number of returns and sample size 

on a merged basis (for households), and also shows the statis- 

tical reliability by income class. For example, the sampling 
error at one standard deviation on adjusted ross income for 
the $10,000to $15,000income stratm was 1,68 percent, This 
means that zhe chances are 95 out of 100 that the sample value 
for total adjusted gross income for this stratum, which was 
$1,997 million, will not differ from the true value for this 
item obtained from a complete census of all returns by more 




Another indication of the reliability of the sample es- 
timates is provtded by comparing the values for adjusted gross 
income and normal tax liability derived from the sample with 
that computed by the Department of Revenue on the basis of the 
total amounts reported on all returns from which the sample 
was drawn. The Department of Revenue figure for the total ad- 
justed gross income on the tax returns filed during fiscal 
year 1972 was $7,333.8 million, whereas the aggregated sample 
value was $7,500.7 million, or a difference of less than 2.3 
percent. Similarly, the respective dollar values for the nor- 
mal tax liability were $150.5 million and $17+.6 million, or a 
difference of 2.7 percent. Moreover, it should be noted that 
the slight amounts by which the sample estimates exceed the 
Department of Revenue universe figures in part reflects the 
fact that the latter were based on preaudited returns, whereas 
the controlled processing and editing of the sample data part- 
ly eliminated computational, recording and tabulating errors. 
In short, it is believed that the quality of the survey data 
would not have been improved if based on a complete census of 
unaudited returns. n 
Processing of the Data 

Revenue Department personnel transcribed to worksheets 
(not identifiable by taxpayer name) the following types of 
data from the sample of individual income tax returns : 
City and county 

Filing status (single, joint, married-separate) 

Residency (full year, part-year, non-resident) 

Number of' normal azd extra exemptions 

Type of' return (itemized, standard, table) 














TABLE 1. EXPANSION BASIS AND STATISTICAL RZLIABILITY OF 

THE COLORADO INDIVIDUAL INCOME TAX SAMPLE 

Expanded Adjusted Gross Income Normal Tax Liability 

Number of Number Dollar Sampling Dollar Sampling

Adjusted Gross Returns of Returns Amounts Error Amounts Error 

Income Classes :a in Sample for CTPS (0001 (percent1 (000) (percent1 
Under $5,000 

$25,000 and over 1.814 28,961 1,253,581 2.51 3 . d M  2.13 
Totals 6,442 829,786 $7,5007 670 0.88 81%,601 1.06 
'sample design was based on nine income classes ranging from I1under $3,000" to $100,000 

and over,I1 with the latter on a universe basis. The nine income classes were collapsed 

into five in order to facilitate and clarif'y the CTPS analysis as well as improve the 

statistical reliability of the data for each of the income cells. 

Net medical expense deductions 

Deductions for contributions 

Real estate tax deductions 

Gasoline tax deductions 

General sales tax deductions 

Personal property tax deductions 





Federal income tax deduction 

Value of exemptions 

Net taxable income 

Normal tax liability 

Surtax and oil and gas tax 

Food tax credit 

The transcribed data were edited for computational 
errors and were verified by Revenue Department personnel and 
then coded and verified by-the study team prior- to transmit- 
ting the data to the University of Colorado computer. An es-
timate of the coding and data transmission error was 0.21 per-
cent which falls within the practical limits of the study. 
